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Willamette Management Associates

8600 West Bryn Mawr Avenue, Suite 950-N
Chicago, Hlinois 60631
773« 399 + 4300/(Fax) 773 - 399 - 4310

June 29, 2012

Joe A. Conner, Esq.

Baker Donelson Bearman Caldwell & Berkowitz
1800 Republic Centre

633 Chestnut Street

Chattanooga, Tennessee 37450-1800

Dear Mr. Conner:

At your request, Willamette Management Associates prepared a limited scope appraisal related to the
water treatment plant located in Town of Hingham, Massachusetts (“Hingham”).

We understand that Aquarion Water Capital of Massachusetts, Inc. (“AWCAP™), a wholly-owned
subsidiary of Aquarion Company (“Aquarion”), owns the water treatment plant located in Hingham,
Massachusetts.

We understand that you (“Legal Counsel”) represent Aquarion in a potential dispute with Hingham (“the
dispute”) over the acquisition of the water treatment plant in conjunction with the possible acquisition of
the balance of the Hingham Water System pursuant to the pricing formula under the 1879 Charter. As you
are aware, we also prepared, at your request, a report reflecting the price of the Hingham Water system
corporate property (both tangible and contributory property) pursuant to the pricing formula in the 1879
Charter.

OBJECTIVE AND PURPOSE OF THE ANALYSIS

The objective of this analysis is to estimate the market value of the water treatment plant located at 900
Main Street, in Hingham (the “subject property” or the “facility™). As further described below, the subject
property includes only the improvements (and not the site) related to the Hingham water treatment plant.
Our market value analysis concludes a fee simple interest level of ownership in the subject property.’

For the purpose of this analysis, we used the Appraisal Institute’s definition of market value, as follows:
the most probable price that the specified property interest should sell for in a competitive market after a
reasonable exposure time, as of a specified date, in cash, or in terms equivalent to cash, under all
conditions requisite to a fair sale, with the buyer and seller each acting prudently, knowledgeably, for
self-interest, and assuming that neither is under duress.’

" A fee simple interest is defined as absolute ownership unencumbered by any other interest or estate, subject to the
limitations imposed by the governmental powers of taxation, eminent domain, police power, and escheat.
* The Dictionary of Real Estate Appraisal, Fifth Edition. Chicago: Appraisal lustitute, 2010.
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Our market value analysis contemplates the highest and best use of the subject property as its current use
(as a water treatment plant) in continuing operations. In other words, in our opinion, the highest and best
use for the subject property is to continue operating as a water treatment facility.

Highest and best use is defined as follows: The most probable legal use of a property, which is physically
possible, appropriately supported, financially feasible, and that results in the highest value.”

We performed our market value analysis as of June 10, 2012 (the “valuation date”™).

The purpose of our analysis is to assist Legal Counsel with regard to the dispute. No other purpose is
intended or should be inferred.

SCOPE OF WORK
The following listing of procedures summarizes the scope of the work we conducted to develop this
appraisal report:

e we discussed the facility lease operations with Aquarion Management®;

» we analyzed relevant corporate and financial documents provided by Aquarion Management;

¢ we relied on the analysis performed by Hatch Mott MacDonald;

* we researched relevant capital market data to use in our analysis;

e we applied generally accepted real estate appraisal approaches in our analysis of the subject
property; and

e we concluded an estimate of value for the subject property and prepared this appraisal report.

A description of additional scope of work items and a discussion of these items are presented in various
sections of this appraisal report.

SOURCES OF INFORMATION

During the course of this assignment, we received and analyzed several documents, including the
following:

o Facility lease agreement between Massachusetts Capital Resources Company and Massachusetts-
American Water Company, dated July 1, 1995 ( the “facility lease agreement”)—provided in
Appendix B

e The fourth amendment to the facility lease agreement dated December 1, 2004—provided in
Appendix B

* Valuing Machinery and Equipment: The Fundumentals of Appraising Machinery and Technical Assets, Second
Edition, American Society of Appraisers, 2005.

¥ Unless specified otherwise, Aquarion Management means Aquarion executive Troy Dixon, the director of rates
and regulation, and Aquarion personnel working under the supervision of Mr. Dixon.
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s  Ground lease agreement between Massachusetts-American Water Company, as landlord, and
Massachusetts Capital Resources Company, as tenant, dated July 1, 1995—provided in Appendix
B

¢ Hatch Mott MacDonald document entitled the Hingham Water Treatment Plant Valuation, as of
June 2012—provided in Appendix C

s Massachusetts Industrial Finance Agency, Water Treatment Revenue Bonds, Massachusetts-
American Hingham Project, Series 1995, dated July 26, 1995

o The Real Estate Research Corporation ("RERC™), Real Estate Report, Spring 2012, Volume 41,
Number 1-—selected pages are provided in Appendix D

o Lease payment schedule provided by Aquarion Management—provided in Appendix E

During the course of our analysis, we discussed the water treatment facility lease payment schedule with
Aquarion Management.

WATER TREATMENT PLANT DESCRIPTION

AWCAP, the facility owner, 15 a wholly-owned subsidiary of Aquarion. AWCAP, formerly
Massachusetts Capital Resources Company (“MCRC”) operated as a wholly owned subsidiary of
Massachusetts-American Water Company, was formed in 1995 for the sole purpose of acquiring,
financing, constructing, and leasing the subject water treatment plant in Hingham, Massachusetts.

AWCAP does not have material assets or revenue, other than the water treatment plant and the related-
party lease income derived from that facility. Additionally, AWCAP has no employees.

Massachusetts-American Water Company (MAWC)—the predecessor organization to Aquarion' Water
Company of Massachusetts (“AWCMA”)—began construction of the water treatment plant in 1994, The
subject property was placed in service by MAWC i1 1996.

The cost of acquinng, constructing, equipping, and installing the facility was primarily provided by funds
generated from the sale of Water Treatment Revenue Bonds. The bond sale was accomplished through a
Series 1995 bond offering.

The principal amount of the bond offering was $37,700,000. The bonds were issued by the Massachusetts
Industrial Finance Agency pursuant to a Loan and Trust Agreement dated as of July 1, 1995 (“Water
Revenue Bonds™).

The subject property is commonly referred to as the Hingham Water Treatment Plant. The facility 1s a 7.0
million gallon per day capacity water treatment facility located off of Main Street in Hingham, MA. The
subject property is located on a 46.1 acre site. The 46.1 acre site is subject to a ground lease. We were
instructed by Legal Counsel, not to value the ground lease or the fee simple interest of the 46.1 acre site.

The purpose of the facility is to treat water collected from surface water and wells in response to the
Environmental Protection Agency (EPA) Surface Water Treatment Rule. The treatment processes are
contained within a single structure with a footprint of approximately 240 by 140 feet. The total interior
space of the facility is approximately 75,000 square feet.
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The improvements at the subject property include a multiple level structure containing different treatment
processes. The treatment processes consist of oxidation, mixing, clarification, and filtration.

The subject property filtration process residuals are processed in the same building, through thickening
and centrifuge dewatering. A photograph of the facility is provided below:

A more detailed description of the facility is presented in Appendix C, the Hatch Mott MacDonald
document entitled the Hingham Water Treatment Plant Valuation, as of June 2012.

FACILITY LEASE AGREEMENT

MCRC entered into a facility lease agreement (the “Agreement”) with MAWC in July 1995. The
Agreement was effective as of the first day of July, 1995. Because Aquarion acquired MAWC and MCRC
in 2002, the Agreement is now between AWCAP and AWCMA.

The Agreement is by and between AWCAP (the "Lessor") and AWCMA (the "Lessee"). The Agreement
is provided in Appendix B, along with the fourth amendment to the Agreement.

The term of the Agreement began on July 1, 1995. Unless terminated as provided in the Agreement, the
Agreement expires in 40 years and 6 months after the commencement date. According to Aquarion
Management, the Agreement will expire on December 31, 2035.

According to the Agreement, AWCMA pays AWCAP basic rent that consists of three major components:
(1) the fixed basic rent, (2) the base percentage rent component, and (3) the adjustment factor component.
For the purposes of our analysis, we will refer to the second two components as one component-—that is,
the “percentage rent component.”

The fixed basic rental component provides revenue sufficient to allow the AWCAP to (1) meet its
financing obligations and (2) provide a limited return on the investment in the facility. The fixed basic
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rental component is comprised of two parts (1) the debt service-related fixed basic rent component and (2)
the additional fixed basic rent non-debt service component.

The percentage rent component is a variable component that provides AWCAP with incremental revenue
constituting a return on investment. The percentage rent component is based on a defined rate schedule
applied to the amount of water treated by the plant each month in excess of 30 million gallons.

The rental income earned by AWCAP under this operating lease was approximately $3,413.000 and
$3,321,000 for 2011 and 2010, respectively.

As mentioned above, AWCAP (originally entered into by MCRC) also has a ground lease with AWCMA
(originally entered into by MAWC) for the land (i.e., the site) that the water treatment plant is located on.
That site is approximately 46.1 acres. Rental income under the ground lease totals less than one dollar
during the term of the Agreement. Upon termination of the Agreement, rental income under the ground
lease will be established based on the fair market value of the subject property. This analysis does not
include any consideration of the site or the ground lease.

ANALYSIS WORK PRODUCT

In our market value analysis of the subject property, we considered all generally accepted real estate
appraisal approaches. Appraisers typically use one or more of the threc generally accepted approaches to
value real estate interests.

While the specific titles of these three real estate appraisal approaches may vary, the gencrally accepted
names are as follows:

1. the cost approach,

2. the sales comparison approach, and

3. the income approach.

Cost Approach

The cost approach is based on the principle that a willing buyer would pay no more for a subject property
than the cost to produce a substitute property with equivalent utility. This appraisal approach is
particularly applicable when (1) the subject property includes relatively new improvements, (2) the
improvements represent the highest and best use of the property as improved, (3) the site includes
relatively unique or special purpose improvements, and (4) there are few sales or leases of comparable
properties.

In the cost approach, the appraiser estimates the current cost of all improvements and then depreciates the
current cost estimate to reflect any value loss from physical, functional, and external causes. The value of
the site (as if vacant and improved) is added to the depreciated current cost of the improvements in order
to conclude the value of a subject property. This analysis does not include the value of the subject site.

Sales Comparison Approach

The sales comparison approach relies on an analysis of the sales of comparable properties. The
comparable property sale prices may be adjusted for differences between the subject property and the
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comparable property. The real estate value is typically concluded using a unit of comparison such as price
per square foot, effective gross income multiplier, or net income multiplier. Adjustments are often applied
to the units of comparison based on an analysis of the comparable sales, and the adjusted unit of
comparison is then used to derive a value for the subject property.

The reliability of this real estate appraisal approach depends on (1) the availability of comparable sales
data, (2) the verification of the sales data, (3) the degree of comparability of the subject property to
comparable properties, and (4) the absence of nontypical conditions affecting the comparable sales price.

Income Approach

The first procedure in applying the income approach is to determine the income-producing capacity of the
subject property. The income-producing capacity can be determined (1) by considering contract rents on
leases in place or (2) by estimating market rent from rental activity at competing properties. Deductions
from gross rental income may then be made for expected vacancy and collection loss and operating
expenses.

The yield capitalization (or discounted cash flow) method is an income approach method using a multiple
period cash flow projection. In this method of capitalizing future income to a present value, periodic cash
flows and a reversion value (if any) are estimated and discounted to a present value. The present value
discount rate is determined by analyzing current investor vield requirements for similar investments.

THE WATER TREATMENT PLANT MARKET VALUE ANALYSIS
After considering each of the three generally accepted real estate appraisal approaches, we concluded that
the cost approach is the most appropriate approach for our analysis.

We concluded that the cost approach is the most appropriate approach for the subject appraisal because:

1. the subject property is a special purpose property,
2. the subject property is a relatively new property,

3. the subject property is the type of property that is typically owner-occupied property, ie. it is
not the type of property that is frequently leased from a lessor to a lessee,

4. the Agreement (as defined above) is a related party transaction—i.c., a lease between
affiliated entities; therefore, the terms of the Agreement many not represent market rental
rates, and

5. we could not identify any recent sales of sufficiently comparable facilities.

In our opinion, the value of the subject property is most reasonably estimated through the application of
the cost approach.

We were provided with a schedule of the subject property lease payment projections from Aquarion
Management. The lease payment schedule is provided in Appendix E. The lease payment schedule was
prepared according to the Agreement and, specifically, according to the fourth amendment to the
Agreement.
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Because we were provided with the abovementioned lease schedule, we were able to calculate a value
indication of the subject property using the income approach and the discounted cash flow (yield
capitalization) method.

As mentioned above, the Agreement represents a transaction between related entities. Therefore, the terms
of the Agreement may not represent current market rental rates for the subject property improvements.
Accordingly, the use of the vield capitalization method based on the lease schedule will indicate a leased
fee value for the subject improvements. Such an analysis may not indicate a market value for the subject
improvements,

We did not rely on the sales comparison approach. This was because we could not identify any recent
sales of sufficiently comparable properties.

Replacement Cost New less Depreciation Method

For our cost approach analysis, we relied on the Hatch Mott Macdonald (“Hatch Mott™) replacement cost
new less depreciation (“RCNLD”) analysis. A copy of the Hatch Mott RCNLD analysis report is included
m Appendix C.

According to Hatch Mott, the RCNLD of the subject property improvements was $61.9 million, as of
June 2012.

Discounted Cash Flow (Yield Capitalization) Method

The discounted cash flow (yield capitalization) method is implemented in three procedures. First,
projections of rental income—typically for five years or more (the “discrete projection period”)—are
discounted to a present value using a present value discount rate.

Second, a reversion value is estimated—that is, if the rental income cash flow is anticipated to continue
past the discrete projection period. This reversion value estimate is also discounted to a present value.

And, finally, the summation of the discrete projection period present value indications is added to the
present value of the reversion.

For the rental income cash flow projection, we relied on lease payment schedule prepared by Aquarion
Management.

This lease payment schedule is provided in Appendix E, and it is summarized in Exhibit 2 of this report.
As mentioned above, the lease payment consists of three components: (1) the fixed basic rent, (2) the base
percentage rent component, and (3) the adjustment factor component.

As mentioned above, the fixed basic rent component is comprised of a fixed amount related to the
servicing of the Water Revenue Bonds. This fixed part is $2.7 million a year.

The base percentage rent component provides AWCAP with a means to earn a fair rate of return on its
plant assets, 1.e., the subject property. The percentage rent component is calculated by multiplying the
difference of the actual amount of water treatment minus 30 million gallons a month. For the base year in
the schedule, the water treatment volume was 1.136 billion gallons in 2010.

Therefore, the percentage rent component is calculated—in the lease payment schedule—as 1,136.428
million gallons minus the 30 x 12 = 360 million gallon requirement, resulting in a 776,728 gallon figure.
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That 776,728 gallon figure is then multiplied by the variable percent rent rate. The 776,428 gallon
difference is used in cach year of the lease payment schedule.

The next procedure is to apply the variable percentage rent rate. The percentage rent rate increases each
year. The variable percentage rent rates are provided in schedule III of the fourth amendment to the
Agreement.

For example, in 2012, the base percentage rent component is calculated as follows: 776,428 gallons
multiplied by $1.0929 = $848,588.

The next component is the adjustment factor component. If the actual water treatment usage falls below
planned water treatment usage levels, then the rent is increased by the adjustment factor component. This
adjustment is made every five years.

The remaining cash flow component in the lease payment schedule is the subtraction of interest income.
According to Aquarion Management, AWCARP is required to keep a certain amount of cash on hand. This
cash represents a one year payment of Water Revenue Bond principal and interest. This cash requirement
is necessary to satisfy the Water Revenue Bonds covenants. AWCAP earns interest on the related cash
balances. The interest is used to reduce the lease payment.

The lease payment schedule is presented in Exhibit 2. The schedule lists the lease payments to be paid to

AWCAP by AWCMA for the Agreement remaining term ended December 31, 2035. The next procedure
i1s to present value the total lease payment cash flow.

Present Value Discount Rate

We considered the real estate investor survey as listed in our Exhibit 3, Appendix A. The real estate
investor survey from RERC indicated a range of yield capitalization rates or present value discount
rates—7.6 percent to 8.4 percent for industrial propertics. These interest rates of return (or yield
capitalization rates) were published by RERC in its Real Fstate Report for Spring 2012.

The RERC report provided real estate yield capitalization rates—i.c., present value discount rates—by
various geographic categories. In our income approach analysis, we considered the published yield
capitalization rates for (1) the Boston, Massachusetts real estate market, (2) the east coast region, and (3)
the total United States market.

The average real estate rates of return over the period were (1) 8.0 percent for the Boston, Massachusetts
real estate market, (2) 8.1 percent for the east coast region, and (3) 8.2 percent for the total United States
market.

We selected a present value discount rate of 8 percent. We based our selection on the Boston

Massachusetts mean yield capitalization rate indication. We selected that rate because the Boston market
is the most specific comparable market source data available.

Discounted Cash Flow Method Value Indication

On Exhibit 2, we applied the present value discount rate to the rental income cash flow projections for
each year of the discrete period. We arrived at the total present value of the discrete period of $43.1
million. To that discrete projection period estimate, we added a reversion value.
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To estimate the reversion value, we relied on the subject property $61.9 million RCNLD value estimate.
We decreased the RCNLD current value indication of $61.9 million by a 25 percent depreciation
percentage in order to estimate a reversion value. This 25 percent depreciation adjustment estimate was
provided to us by Hatch Mott.

By applying the 25 percent depreciation estimate, the assumption is that the reversion value of the water
treatment plant will be 75 percent of current RCNLD at the end of the lease period. Therefore, we
multiplied the $61.9 million RCNLD by 75 percent and rounded to arrive at a reversion value estimate of
$46.0 million.

We then discounted the $46.0 million reversion value estimate by the present value discount rate of 8
percent to arrive at 87.8 million value component, as of June 10, 2012.

Finally, we added the present value of (1) the discrete projection period value of $43.1 million and (2) the
reversion value of $7.8 million, to amive at (3) the market value of the water treatment plant
improvements of $51.0 million.

SUMMARY AND CONCLUSION
On Exhibit | of Appendix A, we present our market value estimate of the Hingham water treatment plant
improvements, as of June 10, 2012,

In order to arrive at our market value conclusion for the subject property, we performed the following
three procedures. First, we weighted our market value estimates related to the subject property
mprovements. That is, we applied valuation emphasis to (1) the cost approach, and the RCNLD method,
and (2) the income approach, and the discounted cash flow (vield capitalization) method.

We concluded that the cost approach is the most appropriate approach for the subject appraisal because:

1. the subject property is a special purpose property,
2. the subject property is a relatively new property,

3. the subject property is the type of property that is typically owner-occupied property. i.e., it is
not the type of property that is frequently leased from a lessor to a lessee,

4. the Agreement (as defined above) is a related party transaction—i.c. a lease between
affiliated entities; therefore, the terms of the Agreement many not represent market rental
rates, and

5. we could not identify any recent sales of sufficiently comparable facilities.

The RCNLD method value indication for the subject property improvements was $61.9 million as of June
2012. We multiplied the RCNLD value indication by 90 percent to arrive at a $55.7 million weighted
value. Continuing the first procedure, we then selected a 10 percent emphasis o the income approach
discounted cash flow (yield capitalization) method.

We multiplied the $51.0 million income approach value indication estimate by 10 percent to arrive at $5.1
million for the subject property.
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For the second procedure, we added the two weighted value indications. This calculation was performed
as follows: (1) we added $55.7 million based on the RCNLD method to (2) $5.1 million based on the
discounted cash flow method to arrive at an indicated value of the subject property improvements of
$60.8 million.

Therefore, as of June 10, 2012, we estimated the market value of the water treatment plant improvements
to be $60.8 million. This estimate does not include the AWCAP ground lease (or the fee simple interest)
for the 46.1acre site.

Based on our analysis, the market value of the Hingham water treatment plant, including the subject
property improvements, as of June 10, 2012, is (rounded):

$60,800,000.°

LIMITATIONS OF OUR CONCLUSION

During our analysis, we were provided with an appraisal of the subject real property improvements at the
water treatment plant. The appraisal of the subject real property improvements was performed by Hatch
Mott MacDonald. We relied on these data and information as fairly presenting the RCNLD of the water
treatment plant improvements. We have not independently verified the Hatch Mott MacDonald appraisal
of the subject real property improvements. Therefore, we express no opinion or other form of assurance
regarding the RCNLD analysis.

We calculated the market value of the subject property based on the information that was available to us.
If additional information becomes available to us, we reserve the right to amend this analysis and our
value conclusion.

During this assignment, we were provided with unaudited financial and operational data with respect to
the subject property. We accepted these data without independent verification or confirmation.

We are independent of Aquarion (and its subsidiaries) and all other parties associated with the dispute.
We have no current or prospective financial interest in the subject property. Our fee for this analysis was
in no way influenced by the results of our valuation.

* We reserve the right to amend our opinion if and when new data become available. We note that the $60,800,000
subject property market value estimate is subject to the stated limitations.
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The appraisal certification, the assumptions and limiting conditions, and professional qualifications of the
principal appraiser are components of this report.

Very truly yours,

WILLAMETTE MANAGEMENT ASSOCIATES

'] o/
72 w [
;(’*):@a‘« -F o e 2L

Robert F. Reilly
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APPENDIX A - EXHIBITS
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ArPENDIX B~ FACILITY LEASE AGREEMENT AND GROUND LEASE AGREEMENT
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FACILITY LEASE AGHERMENT

Between

MASBACHISETTS CAPITAL RESOURCES COMPANY

and

MASSACHUBETTS- AMERICAN WATER COMPANY

Dated as of July 1, 1995
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FACILITY LEASE AGREEMENT

THIS FACILITY LEASE AGREEMENT is dated as of the first day of July, 1995, by and
between Massachusetts Capital Resources Company, a Delaware corparation (the “Lessor”)
and Massachusetts- American Water Company, & Massachusetts corparation (the “Lessee”).

WITNESSETH:

WHEREAS, the Lessor has purchased from the Lessee a partially constructed water
treatment plant located at 900 Main Street, Hingham, Massachusetts, which is more fully
described on Exhibit A hereto (the Water Treatment Plant together with the rights of the
Lessor under the Site Lease hereinafter described, being the “Facitity” ) and concurrently
with its purchase the Lessor has assumed certain obligations of the Lessee under that certain
Agreement between the Lessee and Bec-Mor dated as of August 1, 1994, as amended,
including an amendment adding the Lessor as a party (the “Construction Contraet™) pursuant
to which Bec-Mor is required to construct, equip and install the Facility;

WHEREAS, the Lessor has entered into a ground lease from the Lessee of the site on
which the Facility is located, the legal description for which is set forth in Exhibit B hereto
{the "Facility Site”) pursuant to a Ground Lease dated as of July 1, 1995 (the “Site Lease”);

WHEREAS, the cost of acquiring, constructing, equipping and installing the Facility
shall be financed by funds of the Lessor and by (i) the sale of Water Treatment Revenue
Bonds (Massachusetts-American Hingham Project) Series 1995 in the principal amount of
$37,700,000 (the “Bonds”) issued by the Massachusetts Industrial Finance Agency (the
“Issuer”) pursuant to a Loan and Trust Agreement dated as of July 1, 1995 (the “Indenture™)
among the Issuer, the Lessor and First Fidelity Bank, National Associadon, as trustee (the
“Trustee”) and_(ii) the loan by the Issuer of the proceeds from such sale to the Lessor

pursuang to the Indenture;

WHEREAS, the Lessor shall evidence and secure its obligation to repay the aforesaid
loan by its delivery to the Trustee of its mortgage bonds which will be issued pursuant to the
Indenture of Mortgage and Security Agreement dated as of July 1, 1995 (the “Mortgage
Indenture™) from the Lessor to First Fidelity Bank, National Association, as trustee (the

“Mortpage Trustee™); and

WHEREAS, the Lessor and the Lessee desire that the Lessor complete the construction
of the Facility and lease the same to the Lessee pursuant to the terms of this Agreement.

NOW, THEREFCRE, in consideration of the premises and other good and valuable

consideration and of the mutual benefits, covenants, and agreements herein expressed, the
Lessor and the Lessee hereby agree as follows:
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ARTICLE I
DEFINITIONS

Capitalized terms not otherwise defined herein shall have the meanings set forth in the
Mortgage Indenture and the Indennure.

“Act” means Chapter 234, Sections 29-38C, and, to the extent made applicable by
Section 35 of Chapter 23 A, Chapter 40D, as amended, of the Massachusetts General Laws.,

“Additional Bonds” means Bonds authenticated and delivered pursvant to Section 312
of the Indenture.

“Additional Fixed Basic Rent” shall have the meaning set forth in Section 4.3(a){i) of
this Agreement.

“Additional Mortgage Bonds” means Mortgage Bonds authenticated and delivered
pursuant to Section 2.04 of the Mortgage Indenture.

“Additional Rent” shall have the meaning set forth in Section 4.3(c) of this
Agreement.

“Affiliate” with respect to any Person, means any other Person directly or indirectly
controlling or contzalled by, or under direct or indirect common control with, such Person.
For purposes of this definition, the term “control” (including the correlative meanings of the
terms “controlled Ly” and “under common control with”), as used with respect ta any
Person, shall mean the possession, directly or indirectly, of the power to direct or cause the
direction of the management policies of such Person, whether through the ownership of
voting securities or by contract or otherwise. No individual shall be deemed to be an
Affiliate of a Person solely by reason of his or her being a director, committee mermber,

officer or employee of such Person.

“Agreed Upon Interest Rate” of any Facility Subordinated Debt shall mean at the time
of reference the Base Rate as announced publicly from time to time by State Street Bank and
Trust Company as the rate of interest it will charge its prime commercial borrowers, or
such other rate of interest as Lessor and Lessee shall agree upon,

"Agreement” means this Facility Lease Agreement dated as of July 1, 1995, between
the Lessor and the Lessee, as such Facility Lease Agreement may be amended or
supplemented from time to time in accordance with the terms hereof.

“Annual Forecast” is defined in Section 5.4 hereof.

“AWW Capital Contribution Agreement” means the Capital Contribution Agreement
dated as of July 1, 1995 between the Lessee and AWW.

-2- Facility Lease Agreement

Nillamette Management Associates

o
@



Joe A, Conner, Esq:
lune 29,2012
Page 24

"AWW” shall mean American Water Works Company, Inc

“Basic Rent Payment Date” shall mean (A) the 25th day of each month following the
Commencement Month and (B) if the Commencement Date occurs prior to the 25th day of
the Commencement Month, the 25th day of the Commencement Month; provided that if the
25th day of any month referred to in (A) or (B) of this definition is not a Business Day, the
Basic Rent Payment Date shall be the next succeeding Business Day.

“Basic Kent Payments” shall have the meaning set forth in Section 4.3(3) of this
Agreemoent,

“Basic Rent” shall have the meaning set forth in Section 4.3(a) of this Agreement.

“Beneficial Owner” is defined in Section 301(e) of the Indenture.

“Bond Counsel” means any firm of nationally recognized municipal bond attorneys
selected by the Lesscr with the prior written consent of a Lessec Representative (which
consent shall not be unreasonably withheld) and the Issuer and experienced in the issuance of
municipal bonds and matters relating to the exclusion of the interest thereon from gross

income for Federal income tax purposes.

“Bond Rating Reaffirmation” shall mean each of the two rating agencies which give an
origingl rating of the Series 1995 Bonds as of the Closing Date shall reaffirm in a letter
from such agency to the Trustee, the Mortgage Trustee, the Lessee and the Lessor that its
respective rating of the Series 1995 Bonds after a Final DPU Rate Order approving a
Facility Rate Increase has been issued on or after the Commencement Date, is the same as or

higher than its original rating,
“Bondholder” means the registered owner of a Bond.

“Bonds” means the Series 1995 Bonds and any Additional Bonds issued under the
Indenture,

“Business Day” means any day other than (i) a Saturday or Sunday or (ii) a day on
which banks in any city in which the principal office of the Trustee, the Mortgage Trustee or
any Securities Diepository is located, are authorized or required to be closed.

“Capital Replacement Account” means the account by that name created in
Section 5.02 of the Mortgage Indenture.

“Capital Replacement Fund Redempiion” shall have the meaning set forth in
Section 4.07(c) of the Mortgage Indenture.

“Capital Replacement Fund” means the fund by that name created in Section 5.02 of
the Mortgage Indenture,
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“Capitulized Lease” shall mean any lease the obligation for Rentals with respect to
which is required to be capitalized on a balance sheet of the lessee in accordance with GAAP,

“Capitalized Rentals” of any Person shall mean as of the date of any determination
thereof the amount at which the aggregate Rentals due or to become due under all
Capitalized Leases under which such Person is a lessee would be reflected as a liability on a

balance sheet of such Person.

“Casualty” shall mean loss or damage to the Facility by fire or other casualty,
excluding, however, any Governmental Authority Acquisition.

"Change in Law” means the adoption, promulgation, issuance, modification or change
in administrative or judicial application, after the date of this Agreement, of any Law. A
Law is deemed to be duly adopted, promulgated, issued or otherwise officially modified or
changed in interpretation, when it is in provisional, interim or final form and effective or to
became effective without any further action by any federal, state or local governmental
body, administrative agency or governmental official having jurisdiction.

“Closing Date" means August 17, 1995,
“Code” means the Internal Revenue Code of 1986, as amended,

"Collateral” means all of the collat;:ral pledged and assigned to the Lessor by the
Lessee pursuant to Section 4.5 hereof.

“Commencement Date” means the last to occur of the following dates:

(a) the date that the certificate of the Independent Engineer is delivered to the
Lessee, the Lessor, the Mortgage Trustee and the Trustee in which the Independent
Engineer certifies that (i) the Substantial Completion Date has occurred, and {ii) the
Facility is operational as a water treatment facility with 2 maximum capacity of 7.0
MGD, provided that the certification in clause (i) shall be made only if {A) water
was delivered to the Facility, the water was treated by the Facility and after being so
treated was within the parameters required by the Construction Contract and the water
so treated was delivered by the Facility and (B) the Independent Engineer shall have
observed the accomplishment of the items described in clause (1) (A),

(b) the date on which a certificate of occupancy is issued for the Facility by
the Town of Hingham Building Commissioner, and

(¢) the date the Massachusetts Department of Environmental Protection
appraves the use of the Facility as a water treatment facility.

"Commencement Month” shall mean the month in which the Commencement Date
shall occur.
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“Commonwealth” means The Commonwealth of Massachusets.
“Company Representative” shall have the meaning set forth in the Mortgage Indenture.

“Construction Contract” means that certain Agreement dated as of August 1, 1994,
between the Lessee and the Contractor, as amended, including an amendment adding the

Lessor as a party.

“Construction Fund” means the fund by that name created in Section 401 of the
Indenture.

“Construction Period” means the period between the beginning of the acquisition,
constroction and installation of the Facility by the Lessor or the date on which the Séries
1995 Bonds are first delivered to the purchasers thereof, whichever is earlier, and ending on
and including the date immediately prior to the Commencement Date.

“Contractor” means Bec-Mor and its successors and assigns under the Construction
Contract.

“Coverage Ratio” means at the time of reference the ratio of (i) Net Income Available
for Fixed Charges for the Period consisting of the four immediately preceding fiscal
quarters of the Lessee to (ii) Pro Forma Fixed Charges for such Period.

“CPI” or “CPI Index” means the Consumer Price Index for the Boston, Massachusetts,
Standard Metropolitan Statistical Area, All-Ttems for all Urban Consumers, 1982-1984 Base,
published by the United States Department of Labor, or, if such index is no longer published
or its method of computation is substantially modified, a substitute index publighed by the
United States Government or hy a reputable publisher of financial or economic statistics that
will fairly and reasonably reflect the same or substantially the same information as the

discontinued or modified index selected by the Lessee.

“Debt” of any Person means at any date, without duplication, (i) all obligations of such
Person for borrowed money or which has been incuarred in connection with the acquisition
of property or assets, (ii) all obligations of such Person evidenced by bonds, debentures,
notes or other similar instruments, (iii) all obligations of such Person to pay the deferred
purchase price of property or services, (iv) all obligations under Capitalized Leases of such
Person, (v) all Debt of others secured by a Lien on any asset of such Person, whether or not
such Debt is assumed by such Person and (vi) all Debt of others to the extent Guaranteed by

such Person.

"Debt Service” means, for any Period, principal of, premium, if any, and interest due
and payable on the Mortgage Bonds during such Period.

“Debt Service Coverage Ratio” means for any Period, the ratio of (1) the aggregate
amount of Basic Rent payable during such Period, provided that if at the time of reference
any due date of such Busic Rent shall have occurred, such aggregate amount shall inclade for
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such due date only the amount of such Basic Rent which was actually paid, to (it) Debt
Service payable during such Period.

“Debt Service Fund” means the fund by that name created by Scotion 5.02 of the
Mortgage Indenture.

" “Debt Service Reserve Fupd” means the fund by that name created in Section 304 of

the Indenture.

“Debt Service Regerve Fund Reguirement” shall have the meaning set forth in
Section 102 of the Indenture.

“Default” means any event which would constitute an “Event of Default” as such term
is defined in the Indenture, the Mortgage Indenture or this Agreement with the giving of

notice or the lapse of time, or both.

“Determination of Taxability” shall have the meaning set forth in Section 102 of the
indenture.

“Distribution Account” shall mean the Distribution Account created under
Section 5.02 of the Mortgage Indenture.

“DPU" shall have the meaning set forth in Section 5.2 of this Agreement.

“Eligible Successors” means (i) with respect to the Independent Engineer, such
nationally recognized engineering firm that is mutually acceptable to the Lessee and the
Mertgage Trustee, or (il) with respect to the Independent Insurance Advisor, such nationally
recognized insurance congultant that is mutually acceptable to the Lessee and the Mortgage

Trustee.

“Eminent Domain Taking” shall mean the title in and to, or the temporary use of, the
Facility or any part thereof or interest therein or all or any portion of (x) the water supply
system for the Facility or (y) the water distribution system served by the Facility, shall be
taken under the exercise of the power of eminent domain by any Governmental Authority,
or the Facility or any part thereof or interest therein or all or any portion of (x) the water
supply system for the Facility or (y) the water distribution system served by the Facility, is
sold in lieu of such exercise of the power of eminent domain, excluding, however, any

Hingham Lessee Succession.

“Envirommental Discharge” means any release of any Hazardous Materials in violation
of any applicable Environmental Law or that would create a liability under any applicable

Environmental Law.

"Environmental Law” means any Law relating to pollution or the environment,
including laws relating to noise or to emissions, di scharges, releases or threatened releases of
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Hazardous Materials into the workplace or the environment, or otherwise relating to the
presence of Hazardous Matenals.

; “ERISA” means the Employee Retirtement Income Security Act of 1974, as amended
from time to time.

“Event of Default” means any occurrence or event specified in and defined by
Section 7.1 hereof,

“Excess Replacement Fund Amounts” shall have the meaning set forth in
Section 5.07(c) of the Mortgage Indenture.

“Facility” shall mean the water treatment plant described in Exhibit A hereto and the
rights of the Lessor under the Site Lease.

“Facility Costs” shall have the meaning set forth in Section 102 of the Indenture.
“Facility Documents” means each of the Site Lease, the Construction Contract and the
Security Documents.

, “Faciiity Modification” shall have the meaning set forth in Section 10.1 of this
Agreement,

“Facility Parricipants” means the Lessee, the Contractor and its Affiliates, AWW and
the Lessor. :

“"Facility Pipe Easement” shall have the meaning set forth in Section 8,1 of this
Agreement.

“Factlity Rate Increase” shall have the meaning set forth in Section 5.2 of this
Agreement.

“Facility Ratepayer” shall have the meaning set forth in Section 5.2 of this

Agreement.

“Facility Site” means the approximately 46-acre site located in the Town of Hingham,
Massachusetts, upon which the Facility is located which is more particularly described on
Exhibit B to this Agreement.

"Facility Subordinated Debt” shall have the meaning set forth in Section 10.2 hersof.
"Favorable Opinion of Bond Counsel” means, with respect to any action the
occurrence of which requires such an opinion, an unqualified Opinion of Counsel, which

shall be a Bond Counsel, to the effect that such action is permitted under the Act, the
Indenture, the Mortgage Indenture and this Agreement and will not adversely affect the
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exclusion from gross income of interest on the Tax-Exempt Bonds for purposes of Federal
incorne taxation (subject to the inclusion of any customary exceptions).

“Federal Bankrupicy Code” means Title 11 of the United States Code or any other
federal bankruptcy code hereafter in effect.

“Federal Tax Statement” shall have the meaning set forth in the Indenture.

“Final DPU Rate Order” shall have the meaning set forth in Section 5.2 of this
Agreement.

“Fiscal Quarter” means any calendar quarter,

“Fiscal Year” means the period beginning Januvary 1 and ending December 31 of the

same year,

“Fixed Basic Rent for Debt Service” shall have the meaning set forth in
Section 4.3(a)(i} of this Agreement.

“Fixed Basic Rent” shall have the meaning set forth in Section 4.3(a)(i) of this
Agreement.

“Fixed Charges” for any Period shall mean with respect to the Lessee the sum of
(i) all Rentals (other than Rentals on Capitalized Leases) payable during such Period by the
Lessee and (i) all Interest Charges on all Long Term Debt (including the interest
component of Rentals on Capitalized Leases) of the Lessee.

“GAAP” means generally accepted accounting principles in the United States as in
effect from time to time subject, however, to the rules and regulations of any govemmental
body or agency under the jurisdiction of which the Lessee may he operating,

“Good Faith Contest” means the contest of an itemn if: (i) the item is diligently
contested in good faith by appropriate proceedings timely instituted and (A) adequate
reserves are established in accordance with GAAP with respect to the contested iterm and
held by or for the benefit of the Lessee in cash or Permitted Invesuments and (B) during the
period of such contest, the enforcement of any contested item is effectively stayed; or (ii) the
failure to pay or comply with the contested itemn during the period of such Good Faith
Contest could not reasonably be expected to result in a Material Adverse Effect.

“Governmental Approvals” means any authorization, consent, approval, license,
franchise, lease, ruling, permit, tariff, rate, certification, exemption, filing or registration by
or with any Governmental Authority (including, without limitation, zoning variances, special
exceptions and non-conforming uses) relating to the construction, ownership, operation or
maintenance of the Facility or to the execution, delivery or performance of any Facility

Docoment.
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“Governmental Authority Acquisition” shall mean (A) any Hingham Lessee Succession
and (B) any Eminent Domain Taking.

“Governmental Authority” means the federal government, any state or other political
subdivision thereof, and any entity exercising executive, legislative, judicial, rezgulafory or
administrative functions of or pertaining to government and any other governmental entity
with authority over any aspect of construction or operation of the Facility.

“Guaranty” by any Person shall mean any obligation, contingent or otherwise, of such
Person directly or indirectly guarantesing in any manner any Debt or other obligation of
any other Person and, without Imiting the generality of the foregoing, any obligation, direct
or indirect, contingent or otherwise, of such Person (i) to purchase or pay (or advance or
supply funds for the purchase or payment of) such Debt or other obligation (whether arising
by virtue of partnership arrangements, by agreement to keep-well, to purchase assets, goods,
bonds or services, to take-or-pay, or to maintain financial staterment conditions or otherwise)
or (ii) entered into for the purpose of assuring in any other manner the obligee of such Debt
or other obligation of the payment thereof or to protect such obligee against loss in respect
thereof (in whaole ar in part), provided, that the term “Guaraney” shall not inclode
(x) endorsements for collection or deposit in the ordinary course of business, or
(y) indemnity or hold harmless provisions included in contracts entered into in the ordinary
course of business. The term "Guaranty” or “Guaranteed” used as a verb has a correlative

meaning.

“Hazardous Materials” means any toxic or hazardous pollutant, emissions,
contaminants, chemicals, materials, wastes or substances, as any of those terms are defined
from time to time in or for the purposes of any relevant Environmental Law, specifically
including, but not limited to, asbestos, polychlorinated biphenyls, and any petroleum or
hydrocarbon-based products or derivatives.

"Hingham Lessee Succession” shall mean the succession by the Town of Hingham to
Massachusetts-American Water Company as Lessee under this Agreement as a result of the
exercise by the Town of Hingham of its right to purchase the corporate property located in
the Towns of Hingham and Hull of Massachusetts- American Water Company, as successor to
the Hingham Water Company, pursuant to the provisions of the charter of Hingham Water
Company which charter was enacted by the Massachusetts legislature in 1879,

“Indenture” means the Loan and Trust Agreement dated as of July 1, 1995 among the
Issuer, the Trustee and the Lessor, as it may be supplemented or amended from time to time
pursuant to the provisions thereof,

“Independent Engineer” means Malcolm Pirnie, Inc. or its Eligible Successor.

“Independent Engineer's Certificate” means a certificate of a representative of the
Independent Engineer.

“Independent Insurance Advisor” means Johnson & Higgins or its Eligible Successor.

—
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“Insurance and Condemnation Proceeds Account” means the account by that name

created in Section 5.02 of the Mortgage Indenture.

“Interest Charges” for any Period shall mean all interest and all amortization of debt
discount and expense on any particular Debt for which such calculations are being made.
Cormputations of Interest Charges on a pro forma basis for Debt having a variable interest
rate shall be calculated at the rate in effect on the date of any determination.

“Issuer” means the Massachugetts Industrial Finance Agency, a body corporate and
politic and a public instrumentality of the Commonwealth.

“Law” means any statute, law, rule, regulation, ordinance, order, code, policy or rule
of common law, now or hereafter in effect, and any judicial or administrative interpretation
thereof having precedential value by a Governmental Authority or otherwise, including any
judicial or administrative order, consent decree or judgment.

“Lease Term” is defined in Section 4.2 hereof.

“Lessee” means Massachusetts-American Water Company, a Massachusetts
Corporation, its successors and assigns,

"Lessee Representative” means a person at the time designated to act on behalf of the
Lessee for purposes of the Mortgage Indenture and this Agreement by a written instrument
furnished to the Mortgage Trustee containing the specimen signature of such person and
signed on behalf of the Lessee by its President or a Vice President or other authorized
officer of the Lessee. The instrument may designate an alternate or alternates.

“Lessor” means Massachusetts Capital Resources Company, a Delaware corporation,
and its successors and assigns.

“Lessor Documents” means the Indenture, the Mortgage Indenture, this Agreement,
the Site Lease, the Construction Contract and the Mortgage Bonds.

“Lessor's Return on Equity” shall have the meaning set forth in Section 7.2(e) hereof.

“Lien” means any mortgage, pledge, security interest, hypothecation, collateral
assignment, lien (statutory or other), or preference, priority or other security agreement,
preferential arrangement or encumbrance which has the practical effect of constituting a
security interest (including, without limitation, any conditional sale or other title retention
agreement, any financing lease having substantially the same economic effect as any of the
foregoing, and the filing of any financing statement under the Uniform Commercial Code or

comparable law of any jurisdiction),

“Long Term Debt” of the Lessee shall mean (i) all Debt of the Lessee for borrowed
money or which has been incurred in connection with the acquisition of assets in each case
having a final maturity of more than one year from the date of origin thereof (or which is
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renewable or extendible at the option of the obligor for a period or periods more than one
year from the date of origin), including all payments in respect thereof that are required to
be made within one year from the date of any determination of Long Term Debt, whether or
not the obligation to make sach payments shall constitute a current liability of the obligor
under GAAP, (ii) all Capitalized Rentals of the Lessee, and (iii) all Guaranties by the Lessee
of Long Term Debt of others; provided, however, that during the period beginning on the
Closing Date and ending on the first to occur of (x) the date of the Bond Rating
Reaffirmation or (y) the date of the repurchase by the Company of the Facility pursuant ta
Section 7.2(b) hereof, the interest of the Lessee in the lease created by this Agreement shall
not be considered to be Long Tenm Debt for purposes of this Agreement.

“Muaintenance Plan” is defined in Section 5.5 hereof.

“Material Adverse Effect” means a materially adverse effect on (i) the Facility
(including the acquisition, construction, timely cormpletion, operation or maintenance of the
Facility as contemplated by the Facility Documents), (ii) the operations, results of operations
or property of the Lessee, (iii) the ability of the Lessee or the Lessor to perform its
respective obligations under any of the Facility Documents to which it is a party, or the
ability of the Lessee or the Lessor to obtain performance under the Facility Documents to
which either one is a party in accordance with the terms thereof, (iv) the value of the Trust
Estate, (v) the timely payment of the principal of, or premium, if any, or interest on any of
the Bonds or the Mortgage Bonds, (vi) the availability of any material Governmental
Approval as shall now or hereafter be necessary to be obtained in connection with the
acquisition, construction, completion, operation or maintenance of the Facility,
{vii) compliance by the Lessee or the Lessor with any material Governmental Approval in
whole or in part, or (viii) the financial condition of the Lessee or the Lessor.

“Moody's” means Moody’s Investors Service, Inc., a corporation crganized and
existing under the laws of the State of Delaware, its successors and assigns, and, if such
corporation shall be dissolved or liguidated or shall no longer perform the functions of a
securities rating agency, “Moody’s” shall be deemed to refer to any other nationally
recognized securities rating agency designated by the Lessor.

“Mortgage Bonds” means the Series 1995 Mortgage Bonds and zny Additional
Mortgage Bonds issaed under the Mortgage Indenture.

“Mortgage Indenture” means the Indenture of Mortgage and Security Agreement dated
as of July 1, 1995 from the Lessor to the Mortgapge Trustee, as it may be supplemented or
amnended from time to time pursuant to the provisions thereof,

“"Mortgage Trustee” means First Fidelity Bank, National Association, a national
banking association, as Trustce under the Mortgage Indenture and having its principal
corporate trust office in Philadelphia, Pennsylvania, or any successor thereto pursuant to
Section 8.02 of the Mortgage Indenture,
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“Net Income Availabte for Fixed Charges” of the Lessee shall be determined for any
Period as follows:

(a) From the total income (except amortization of premium on Debt),
whether credited to surplus or otherwise, of the Lessee, from all sources (which shall
not include income or losses from the sale of capital assets but shail include as a credit
interest charged to construction) for the Period in question, there shall be deducted all
operating and nonoperating expenses and charges, including maintenance and depletion
as is determined by its Board of Directors in accordance with established practice of
the Lessee, taxes (except as hereinafter provided), license fees and franchise taxes paid
ar accrued or taxes based upon gross income, gross revenues or gross receipts, but
excluding from such deductions federal and state taxes based on net income paid or
accrued, Fixed Charges, Percentage Rent paid under this Agreement, write-downs of

roperty, or other adjustments, and similar items. Any increase or decrease in gross
revenues of the Lessee auributable to higher or lower rates that have been in effect for
less than the full twelve-month period on which such calculation is based shall be
annualized, and there shall also be annualized such related fixed expenses and charges

as are known to the principal officers of the Lessee.

(b)  In case, within or after the Period for which the computation of net
income of the Lessee is made, the Lessee shall have acquired any property (including
an acquisition by merger), such acquired property may be treated as having been
owned by the Lessee for the whole of such Peried of computation and the net income
thereof for such Period may, at the option of the Lessee, be included in the net income
of the Lessee, and there shall be excluded, in computing such net income, an amount
equal to the net income estimated by the Lessee to be applicable to any property sold
or disposed of by the Lessee after the beginning of such Period of computation.

{(¢) Far the purpose of this definition, all determinations of net income shall
be made in accordance with GAAP.

"New England-American Merger” shall mean the merger of the Lessee, The Salisbury
Water Supply Company, Hampton Water Works Company, Connecticut-American Water
Company and New York-American Water Company pursuant to an Agreement and Plan of
Merger dated as of September 1, 1994,

“Official Statement” means the Official Statement dated July 26, 1995 relating to the
Series 1993 Bonds.

“Officer’s Certificate” means (i) with respect to the Lessor, a certificate executed by a
Company Representative and (i) with respect to the Lessee, a certificate executed by a

Lessee Representative.

“Outstanding” when used as of a particular time with reference to the Bands shall have
the meaning set forth in the Indenture and when used as of a particular timne of reference to
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the Mortgage Bonds, means all Mortgage Bonds delivered under the Mortgage Indenture
except:
(i) Mortgage Bonds canceled by the Mortgage Trustee or surrendered to the
Mortgage Trustee for cancellation;

(i) Morigage Bonds paid or deemed to have been paid within the meaning of
Section 11.01 of the Mortgage Indenture; and

(iii} Mortgage Bonds in lieu of or in substitution for which replacement Bonds
shall have been executed by the Lessor and delivered by the Mortgage Trustee,

“Percentage Rent” shall have the meaning set forth in Section 4.3(a)(ii) of this
Agreement.

“Period” means, as the context requires, a calendar year or specified portion thereof, a
Fiscat Year, fiscal quarter or specified number of fiscal guarters of the Lessee.

“Permitted Encumbrances” means, as of any particular time, with respect to the
Facility (3) Hens thereon for taxes, assessments and governmental charges which are either
not yet due, are dee but payable without penalty or are the subject of a Good Raith Contest,
(i1} such minor defects, irregularities, encumbrances, utility, access and other easements and
rights of way, mineral rights, restrictions and exceptions, statatory liens and clouds on ttle
as normally exist with respect to properties similar in character to the Facility that will not
in the aggregate materially interfere with or impair the operations being conducted at the
Facility (or, if no operations are being conducted thereat, the operations for which the
Facility was designed or last modified) or that will not in the aggregate result in a Material
Adverse Effect, or which are under contract to be removed or altered in the normal course
of constructing the Facility, (iii) the Site Lease, this Agreement, the Construction Contract
and the Mortgage Indenture, (iv) any mechanic’s, laborer’s, materialmen’s, suppliers,
vendors, construction or cther like liens or rights arising in the ordinary course of business
or incident to the constuction or improvement of any property in respect of obligations
which are not yet past due or which are the subject of 2 Good Faith Contest, (v) any
exceptions to title which are contained in the Title Policy or leasehold insurance policy
delivered to the Mortgage Trustee, (vi) all deposits or pledges to secure: statutory
obligations or appeals; rcleases of attachments, stays of cxecution or injunctions;
performance of bids, tenders, contracts (other than for the repayment of borrowed money),
permits or leases; or for purposes of like general nature in the ordinary course of business;
(vii) liens in comnection with workers’' compensation, unemployment insurance or other
social security or pension obligations, and (viit) legal or equitable encumbrances deemed to
exist by reason of the existence of any litigation or other legal proceeding if the same is the
subject of a Good Faith Contest (excluding any attachment prior to )udgment judgment lien
or attachment in aid of execution on a judgment).

“Permitted Investments” shall have the meaning set forth in Section 1.01 of the
Mortgage Indenture.
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“Person” means any individual, sole proprietorship, corporation, partnership, joint
venture, limited Hability company, trust, unincorporated asscciation, institution, Govern-

mental Authority or any other entity.

“Pro Forma Fixed Charges” for any Period shall mean, as of the date of determination
thereof, the maximum amount of Fixed Charges which would have become payable by the
Lessee in such Period on a pro forma basis after giving effect as of the heginning of such
Period to (i) Rentals payable by the Lessce under any lease entered into by the Lessee as of
the date of determination, provided, however, that Rentals payable under this Agreement
shall net be included in Pro Forma Fixed Charges until the occurrence of the
Commencement Date, and (ii) the incurrence of any Long Term Debt of the Lessee as of the
date of determination and the concurrent retirement of outstanding Long Term Debt or

termination of any Capitalized Leases of the Lessee,

“Projected Debt Service Coverage Ratio” shall mean for any Period, a projection, at
the time of determination, of the Debt Service Coverage Ratio for such Period prepared in
good faith based upon assumptions consistent in all material respects with the Facility
Documents and the historical operating results of the Facility including, for purposes of
calculating the Percentage Rent, using the average monthly number of gallons of water
actually treated by the Facility during the prior twelve months (excluding any period during
the treatment capacity has been reduced due to casualty or condemnation) or such other
amount as determined by the Independent Engineer.

“Prudent Engincering and Operating Practices” means the practices, methods and acts
generally engaged in or adopted by the water utility industry that at a particular time for
water treatment facilities of similar design and construction as the Facility, in the exercise of
rcasonable judgment in light of the facts known or that reasonably should have been known
at the time a decision was made, would have been expected to accomplish the desired result
in a manner consistent with law, regulation, reliability, safety, environmental protection,

economy and expedition.

“Redemption Account” means the account by that name created in Section 5.02 of the
Mortgage Indenture.

“Release”, when used in connection with any Environmental Discharge or Hazardous
Materials, means and includes any release, spill, emission, leaking, pumping, injection,
deposit, disposal, discharge, dispersal, leaching or migration, where such release is either
regulated by applicable Environmental Law or may serve as a basis for liability of the
1essor, the Lessee or the Trostee under any applicable Environmental Law.

“Rent” shall mean Basic Rent and Additional Rent.
“Rentals” shall mean and include as of the date of any determination thereof (i) in the
case of this Agreement, all Fixed Basic Rent payable by the Lessee (excluding all other Rent

payable hereunder) and (ii) in the case of any other lease or sublease of real or personal
property (other than office leases, automobile leases, office equipment leases and other leases
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of property used primarily for administrative purposes), all fixed payments (including all
payments due, other than solely by reason of acceleration, on termination or swrender of
the property) payable by the Lessee thereunder, but exclusive of any amounts required to be
paid by the Lessee (whether or not designated as rents or additional rents) on account of
maintenance, repairs, insurance, taxes and similar charges, and fixed charges under any so-
called “percentage leases” shall be computed solely on the basis of the minimum rents, if any,
required to be paid by the Lessee regardless of sales volume or gross revenues.

“Requirement of Law” means, as to any Person, any Law applicable to or binding
upon such Person or any of its prapertics or to which such Person or any of its propertics is
subject, and, as to the Lessor, the Lessee or the Facility, any Law applicable to or binding on
the Facility or any of its properties or to which the Facility or any of its properties is
subject, including, without limitation, relevant Environmental Laws, restrictive land use
covenants and zoning, use and building codes, laws, regulations and ordinances.

“Securities Depository” means DTC, or its nominee, and its successors appointed by
the Lessor in accordance with the provisiens of Section 301(e) of the Indenture.

“Security Documents” means, collectively, the Mortgage Indenture, this Agreement,
the Stock Pledge, the Indenture, the AWW Capital Contribution Agreement and any

financing staternents relating thereto.
“Series 1995 Bonds” shall have the meaning set forth in the Indenture.

“Series 1995 Mortgage Bonds” shall have the meaning set forth in Section 2.03 of the
Mortgage Indenture,

"Site Lease" means the Ground Lease dated as of July 1, 1995, between the Lessor and
the Lessee, as the same may be supplemented or amended in accordance with its termns.

“Standard & Poor’s” means Standard & Poor’s Ratings Group, a division of McGraw-
Hill Inc., its successors and assigns, and, if such group shall be dissolved or liquidated or
shall no longer perform the functions of a securities rating agency, “Standard & Poor’s”
shall be deemed to refer to any other nationally recognized sccurities rating agency

designated by the Lessor.

“Stipulated Loss Value™ shall mean as of any Basic Rent Payment Date the amount set
forth in Schedule V hereto opposite such Basic Rent Payment Date.

“Stock Pledge” means the Pledge Agreement dated as of July 1, 1995 from AWW to
the Mortgage Trustee pursuant to which AWW pledges 100% of the common stack of the
Lessor as further security for the payment of the Mortgage Bonds by the Lessor.

“Subordinated Debt” means unsecured indebtedness issued by the Lessor (i) that is in
all respects fully subordinated to the Lessor’s indebtedness obligations under the Facility
Documents and (ii) pursuant to whick the holder of such indebtedness shall have no right to
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exercise remedies under the instruments or agreements evidencing such indebtedness, or as
otherwise permitted by law, to enforce repayment of such indebtedness for as long as any

Mortgage Bonds are Outstanding.

“Substantial Completion” shall have the meaning ascribed to it in Section 14.8 of the
General Conditions of the Construction Contract.

“Substantiol Completion Date” means the date that Substantial Completion has
oceurred as set forth in Section 14.8 of the General Conditions of the Construction Contract.

“Substantial Loss” 18 defined in Section 4,4(d).

“Surplus Fund” means the fund by that name created in Section 5.02 of the Mortgage
Indenture.

“Tux-Exempt Bonds” means the Series 1995 Bonds and Additional Bonds delivered
under the Indenture, if in connection with such delivery there was delivered to the Trustee
an opinion of Bond Counsel to the effect that the interest on such Additional Bonds is
cxcluded from the gross income of the owners of such Additional Bonds for purposes of

Federal income taxation.
“Third Party Engineer” is defined in Section 13.11 hereof.

“Third Party Engineer Dispute Resolution” means the procedure set forth in
Section 13.11 hereof.

" "Total Capitalization” of the Lessece shall mean the sum of (@) Long Term Debt plus

(i1) the total of all capital stock of the Lessee plus all paid-in surplus, capital surplus, eamed
surplus and other surplus accounts of the Lessee, determined in accordance with GAAP.

“Trust Estate” is defined in the Granting Clauses of the Mortgage Indenture.
“Trustee” means First Fidelity Bank, National Association, a national banking

association, as Trustee under the Indenture, and having its principal corporate office in
Philadelphia, Pennsylvania, or any successor thereto pursuant to Section 705 of the

Indenture.

"Uniform Commercial Code” shall mean the Uniform Commercial Code as in effect
from time to time in the Commonwealth.

ARTICLE [T
REPRESENTATIONS AND WARRANTIES OF THE LESSOR

The Lessor represents and warrants as follows:
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(a) Organization and Authority of the Lessor. The Lessor (1) is a
corporation duly organized and validly existing vnder the laws of its jurisdiction of
incorporation, (2} is a single purpose entty organized for the purposes set forth in its
Articles of Incorporation, (3) has all the requisite power and authority and all
necessary licenses and permits to own the Facility and to carry on its business as now
conducted and as presently proposed to be conducted, (4) has full power and authority
to enter into the transactions contemplated by the Lessor Documents and to carry out
its obligations under the Lessor Documents, including the issuance of the Mortgage
Bonds, (5) 15 not in violation of any provisions of any Laws or any agreement or
nstrument to which the Lessor is a party or by which it is bound that could reascnably
be expected to Tesult in a Material Adverse Effect and (6) by proper corporate action
has duly authorized the execution and delivery of the Lessor Documents.

(by No Conflicts; Laws and Comracts; No Default. Neither the execution,
delivery and performance by the Lessor of this Agreement and the other Lessor
Documents nor the consummation of any of the transactions contemplated hereby or
thereby nor performance of or compliance with the terms and conditions hereof or
thereof by the Lessor (i) contravenes any Requirement of Law applicable to the Lessor
or any of the Trust Estate which contravention could reasonably be expected to result
in a Material Adverse Effect, (i) conflicts with or constitutes a default under or
results in the violation of the provisions of any Lessor Document, the Articles of
Incorporation of the Lessor or any other agreement to which the Lessor is a party that
could reasonably be expected to result in a Material Adverse Effect or (iii) results in
the creation or imposition of any Liens (other than Permitted Encumbrances) on any

of the Trust Estate.

(c) Authorization; Execution and Delivery; Enforceability. Fach of the
Lessor Documents has been doly authorized, executed and delivered by the Lessor and
each constitutes the legal, valid and binding obligation of the Lessor enfarceable
against the Lessor in accordance with its terms, except as such enforceability (A) may
be limited by applicable bankruptcy, insolvency, reorganization, moratorium and
other similar laws affecting the enforcement of creditors’ rights and remedies
generally and (B) is subject to general principles of equity (regardless of whether
enforceability is considercd in a proceceding in equity or at law).

(d} Litigation. Except as disclosed in the Official Statement, there is no
litigation or proceeding pending, or to the knowledge of the Lessor threatened, against
the Lessor, or to the knowledge of the Lessor affecting it, which would adversely
affect the validity or enforceability of the Lessor Documents, or the ability of the
Lessor to comply with its obligations under the Lessor Documents, or the transactions

contemplated thereby.

(e) Application of Proceeds. The Lessor will apply the proceeds from the
sale of the Bonds as specified in the Indenture and this Agreement.
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(H)  [Indebtedness. The Lessor upon exccution and delivery of the Lessor
Dacuments will have no Debt outstanding other than the loan under the Indenture
which is evidenced by the Mortgage Bonds.

(g) Government Approvals. To the knowledge of the Lessor, upon the
performance of reasonable diligence in connection therewith, all material
Governmental Approvals which are required to be obtained in the name of the Lessor
in connection with the (i) construction and leasing of the Facility to the Lessee and
{ii) the execution, delivery and performance by the Lessor of the Lessor Documents
are sct forth in Schedule I hereto. To the knowledge of the Lessor, each of such
Governmental Approvals set forth in Part A of Schedule 1 has been obtained or
made, was validly issued on the basis of an application and submission in respect
thereof which was complete an accurate in all material respects, and is in full force

and effect.

None of the Gavernmental Approvals set forth in Part B of Schedule I hereto
relating to the Lessor are required to be obtained prior to the date hereof and the
Lessor does not have any reason to believe it will be unable to obtain such
Governmental Appmvals in the ordinary course of business and at such time or times
as may be necessary to avoid any substantial delay in, or material impairment to, the
consummation and performance of the transactions contermnplated by the Agreement

and the other Facility Documents,

(h) Tuaxes. The Lessor has filed, or cansed to be filed, all tax and information

returns that are required to be filed by it in any jurisdiction, and has paid all taxes
shown to be due and payable on such retumns and all other taxes and assessments

payable by it, to the extent the same have become due and payable.

(1) Classification of Facility. The Facility will be operated as “Pollution
Control Facilities” within the meaning of the Act and vsed exclusively and solely as
facilities for the furnishing of water within the meaning of Section 142(a}{4) of the
Code and the regulations thereunder.

(j) Title to Facility Site. The Lessor has acquired good and clear record
leasehold title to the Facility Site through the Site Lease, subject only to Permitted

Encumbrances.

(ky Information Furnished Bond Counsel. The written information provided
by the Lessor to Bond Counsel in the Federal Tax Staternent is true and correct in all

material respects.

-18- Facility Lease Agreement

Willamette Management Associates



Joe AL Conner, Esqg.
tune 29, 2012

Page 4G

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF THE LESSEE

The Lessee represents and warrants as follows:

(a} Organization, Power and Status of the Lessee. The Lesses (i) is a
corporation duly organized, validly existing and in good standing under the laws of
the Commonwealth and (ii} is duly authorized to do busginess in the Commonwealth
and, to the extent necessary, in each other jurisdiction where the character of its
properties or the nature of its activities makes such qualification necessary. The Lessee
is & water utility which is subject to regulations under the laws of the Commonwealth
as a public service corporation. The Lessee has all requisite power and authority to
lease and operate the property it purports to lease and to carry on its business as now
being conducted and as proposed to be conducted in respect of the Facility.

(b)  Authorization, Enforceability; Execution and Delivery. (i) The Lessee
has all necessary power and authority to execute, deliver and perform under this
Agreement and each other now existing Facility Document to which it is a party.

{itf)  All action on the part of the Lessee that is required for the authorization,
exccution and delivery of this Agreement and each other Facility Document to which
the Lessoe is a party has been duly and effectively taken; and the execution and
delivery of this Agreement and each such other Facility Document does not require
the approval or consent of any holder or trustee of any Debt of the Lessee which has

not been obtained.

(iii)  Each of this Agreement and each other Facility Document to which the
Lessee i3 a party constitutes the legal, valid and binding obligation of the Lessee
enforceable against it in accordance with the terms thereof, except as such
enforceability (A) may be limited by applicable bankruptcy, insolvency,
reorganization, moratoriurn and other similar laws affecting the enforcement of
creditors” rights and remedies generally and (B) is subject to general principles of
equity (regardless of whether enforceability is considered in a proceeding in equity or

at law).

(c) Ne Conflices; Laws and Contracts; No Default. (i) Neither the execution,
delivery and performance by the Lessee of this Agreement nor of each other Facility
Document to which the Lessee is a party nor the consummation of any of the
transactions contemplated hereby or thereby nor performance of or compliance with
the terms and conditions hereof or thereof by the Lessec (A) contravenes any
Requirement of Law applicable to the Lessee or any of the Collateral which
contravention could reasonably be expected to result in a Material Adverse Effect, (B)
constitutes a default under or results in the violation of the provisions of the Articles
of Incorporation of the Lessee or of any other Facility Documents that could
reasonably be expected to result in a Material Adverse Effect or (C) results in the
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creation or imposition of any Liens (other than Permitted Encumbrances) on any of
the Collateral, or (D) results in the acceleration of any oblipation of the Lessee under
any of the Facility Documents.

(ii) The Lessee and the Facility are in compliance with and not in default
under any and all Requirements of Law applicable to the Lessee or the Facility and all
terms and provisions of all Facility Documents to which the Lessee is a party, unless
such noncompliance or such default could not reasonably be expected to result in a

Marterial Adverse Effect.

(1) Governmenial Approvals. To the knowledge of the Lessee, upon the
performance of reasonable diligence in connection therewith, all material
Governmental Approvals which are required to be obtained in the name of the Lessee
in connection with (i) the construction, operation and maintenance of the Facility and
(ii) the execution, delivery and performance by the Lessee of the Facility Documents
are set forth in Schedule! hereto. To the knowledge of the Lesses, upon the
performance of reasonable diligence in connection therewith, all Governmental
Approvals which are required to be obtained in the name of any of the Facility
Participants other than the Lessee and Lessor in connection with the matters described
in clauses (i) and (if) of the preceding sentence, are set forth in Schedule I hereto,
except for those Governmental Approvals the failure of which to obtain could not
reasonably be expected to have a Material Adverse Effect.

To the knowledge of the Lessee, upon the performance of reasonable diligence

“in connection therewith, each of the Govermmental Approvals set forth in Part A of

Schedule I and in Schedule II hereto, has been duly obtained or made, was validly
issued on the basis of an application and submission in respect thereof which was
complete and accurate in all material respects, and is in full force and effect.

The Lessee, and to the knowledge of the Lesses upon the performance of
reasonable diligence in connection therewith, each Facility Participant is in compliance
with all Governmental Approvals listed in Part A of Schedule I and in Schedule IT
hereto, respectively, unless such noncompliance could not reasonably be expected to

have a Material Adverse Effect.

None of the Governmental Approvals set forth in Part B of Schedule I hereto
are required to be obtained prior to the date hereof.

The Lessee does not have any reason to believe that it will be unable to obtain
the Governmental Approvals set forth in Part B of Schedule I hereto in the ordinary
course of business and at such time or times as may be necessary to avoid any
substantial delay in, or material impairment to, the consummation and performance of
the transactions as contemplated by this Agreement and the other Facility Documents.

(e)  Litigation. Other than as described in the Official Statement, there are no
actions, suits or proceedings at law or In equity or by or before any Governmental
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Authority now pending against the Lessee or to the best of the Lessee’s knowledge,
threatened against the Lessee or pending or threatened against any Facility Participant
or any property or other assets or rights of the Lessee or any Facility Participant with
respect to this Agreement or any other Facility Document or the Facility that could
reasonably be expected to result in a Material Adverse Effect.

(f)  Collareral. (i) The Lessee has valid leasehold rights or good title to the
Collateral purported to be covered by the Security Documents to which it is a party,

subject only to Permitted Encumbrances.

(1)  With respect to the personal property forming a part of the Collateral, all
filings, recordings, registrations and other actions have been made, obtained and taken
in all relevant jurisdictions that are necessary to create and perfect the Liens in favor
of the Lessor in all gight, title, estate and interest of the Lessec in the Collateral
govered thereby subject to no prior, equal or junior Liens other than Permitted

Encumbrances.

(il) To the best knowledge of the Lessee after due inquiry, the Lessee has
obtained and holds in full force and effect, or has the right to obtain, all patents,
trademarks, copyrights and other such rights or adequate licenses therein, free from
restrictions which could reasonably be expected to result in a Material Adverse Effect,
which are necessary for the leasing, construction, operation and maintenance of the

Facility.

{g) Taxes. The Lessee has filed, or caused to be filed, all tax and information
returns that are required to have been filed by it in any jurisdiction, and has paid all
taxes shown o be due and payable on such returns and all other taxes and assessments -
payable by it, to the extent the same have become due and payable, except to the extent
there is a Good Faith Contest thereof by the Lessee.

(hy  Environmental Marers. To the best knowledge of the Lessee, after due
inquiry, the Site does not contain any Hazardous Materials or underground storage
tanks that, under any Environmental Law currently in effect (A) could reasonably be
expected to result in a Material Adverse Effect or (B) could reasonably be expected to
result in the imposition of a Lien other than a Permitted Encumbrance on the Facility

or the Site.

(1Y  Information Furnished Bond Counsel. The written information provided
by the Lessee to Bond Counsel in the Federal Tax Statement is true and correct in all

material respects.

() No Prohibited Facilities. No portion of the proceeds of the Tax-Exempt
Bonds will be used to provide any facilities described in Section 147(e} of the Code.
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ARTICLE TV
LEASE OF THE FACILITY AND RENTAL PROVISIONS

Section 4.1.  Lease of the Facility; Commencement Date. The Lessor will lease to the
Lessee and the Lessce will lease from the Lessor the Facility for and during the Lease Term
provided and on and subject to the terms and conditions set forth in this Agreement. The
Lessor shall acquire, construct, and install the Facility as specified in Section 6.3 hereof and
the Lessee agrees during the term of this Agreement beginning with the Commencement
Date to use and oceupy the Facility in accordance with the Facility Documents to which it is

a party.

Section 4.2.  Duration of Term. The term of this Agreement shall commence as of
the Closing Date, and unless terminated as provided in this Agreement, shall expire 40 years

and 6 months after the Commencement Date (the “Lease Term” ).

The Lessor agrees to permit the Lessee to have and remain in sole and exclugive
possession of the Facility immediately on the Commencement Date. Except as otherwise
expressly provided in this Agreement or in the Indenture, neither the Lessor nor any person
claiming through or under it shall enter on the premises demised hereby for any purpose
without the prior written consent of the Lessee. The Lessor covenants and represents that it
has full right and lawful authority to enter into this Agreement for its full term, including:
any extension of the term. As long as the Lessee shall duly perform all its obligations under
this Agreement, the Lessee shall have the right to have, hold, and enjoy peaceful, quiet and
undisputed possession of the Facility during the Lease Term, subject only to the matters
specifically herein excepted, and the Lessor shall take all appropriate action requested by the

Lessee to enforce such possession.
Section 4.3.  Rental Provisions.

(a) Basic Rent. The Lessee covenants to pay to the Lessor as basic rent (¥Basic
Rent” ) the following amounts:

(i) on each Basic Rent Payment Date, the Lessee will pay for the month in
which snch Basic Rent Payment Date occurs the amount specified on Schedule [T
hereto under the heading “Fixed Basic Rent” for such month (such amount being the
“Fixed Basic Rent” for such month) which will equal the sum of the following two

amounts:

(A)  the amount specified on Schedule III hereto under the heading
“Pixed Basic Rent - Debt Service Portion” for such month (such amount being
the “Fixed Basic Rent for Debt Service” for such month) which amount, when
aggregated with the other payments of Fixed Basic Rent for Debt Service,
(x) equals the aggregate amount of principal and interest scheduled to be paid
on the Mortgage Bonds and (y) will permit the transfers by the Mortgage
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Trustee required in Section 5.03(b)(ii) of the Mortgage Indenture to pay the
Mortgage Bonds; and

(B) the amount specified on Schedule I hereto under the heading
“Fixed Basic Rent - Non-Debt Service Portion for such month (such amount
being the “Additional Fixed Basic Rent” for such month);

provided, however, the Fixed Basic Rent for the Commencement Month shall be a
fraction of the monthly Pixed Basic Rent which has a nuomerater equal te the number
of days in the period beginning on and including the Commencement Date and ending
on and including the last day of the Commencement Month (assuming, however, that
the Commencement Month consists of 30 days) and the denominator shall be 30 days
{the “Commencement Month Fixed Basic Rent”) and (x)if the first Basic Rent
Payment Date occurs in the Commencement Month, the Commencement Month Fixed
Basic Rent shall be payable on such Basic Rent Payment Date and (y) if the first Basic
Rent Payment Date oceurs in the month following the Commencement Month, the
Commencement Month Fixed Basic Rent shall be payable on such Basic Rent Payment
Date in addidon to the Fixed Basic Rent payable for such month.

(i1) on each Basic Rent Payment Date following the Commencement Month,
the Lessee will pay an amount, if any, which constitutes a variable processing charge
based upon the quantity of water treated by Lessee for the prior month, with an
adjustment every five years to the charge based upon the Lessor’s return on equity, all
as calculated pursuant to the provisions set forth in Schedule III under the heading
“Percentage Rent” (such amount being the “Percentage Rent™”).

All such payments of Basic Rent are sometimes referred to as “Basic Rent Payments”. In the
event that the Mortgage Trustee shall receive (i) any business interruption insurance
proceeds for deposit in the Revenue Account, (ii) any amounts from the Insurance and
Condemnation Proceeds Account for deposit in the Revenue Account pursuant to
Section 5.05 of the Mortgage Indenture or (iii) earnings on moneys in the Debt Service
Reserve Fund for deposit in the Revenue Account pursuant to Section 311(b) of the
Indenture, the Basic Rent due thereafter shall be reduced in an aggregate amount equal to the
amount of such deposit, with such reduction being applied to Basic Rent due thereafter in
chrenological order. In the event that any payment by the Lessee of Basic Rent for a Basic
Rent Payment Date is less than the amount due on such Basic Rent Payment Date, such
payment shall be applied to the payment of Basic Rent then due in the following order: first,
to Fixed Basic Rent for Debt Service then due, second, to Additional Fixed Basic Rent then

due and third, to Percentage Rent then due,
(b)  Adjusmments to Basic Rent.

(1) In the event that the Debt Service shall be reduced (A) by the redemption
of a portion of the Outstanding Mortgage Bonds by the Lessor pursuant to
Section 4.07(a) of the Mortgage Indenture to reduce Debt Service for purposes
specified in Section 7.1(1) hereof, or (B) by the refunding of Outstanding Mortgage
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Bonds with Additional Mortgage Bonds issued by the Lessor pursuant to
Section 2.04(d) of the Mortgage Indenture or (C) by the redemption of a portion of
the Ountstanding Mortgage Bonds by the Lessor pursuant to a Capital Replacement
Fund Redemption under Section 4.07(c) of the Mortgage Indenture, the Fixed Basic
Rent for Debt Service as set forth on Schedule I shall be amended so that the amount
of the revised Fixed Basic Rent for Debt Service for each Basic Rent Payment Date,
when aggregated with the other revised payments of Fixed Basic Rent for Debt
Service, (x) equals the reduced aggregate amount of scheduled payments of principal
and interest on the Mortgage Bands after giving effect to such event and (y) will
permit the transfers by the Mortgage Trustee required in Section 5.03(b)(ii) of the
Mortgage Indenture to pay the Mortgage Bonds; provided, however, that (1) the
apgregate Fixed Basic Rent payable on each Basic Rent Payment Date after such event
shall remain the same as it was prior to such event and Additional Fixed Basic Rent
shall be amended on such Schedule HI so that for any Basic Rent Payment Date
thereafter the sum of the Fixed Basic Rent for Debt Service and Additional Fixed
Basic Rent payable on such Basic Rent Payment Date shall equal the aggregate Fixed
Basic Rent for such Basic Rent Payment Date set forth on Schedule IT prior 10 the
amendment required by such event, (2) in the event that as a result of the redemption
described in clause (A) of this Section 4.3(b)(i), the Lessce and the Lessor shall enter
into an amendment to this Agreement pursuant to and in compliance with the
conditicns and provisions of Section 14.1(b)(i) herecf, the provisions of clause (1) of
this Section 4.3(b)(1) shall not be applicable and upon the exccution and delivery of
such amendment, the Fixed Basic Rent and Additional Fixed Basic Rent shall be
adjusted as provided in such amendment, (3) in the event that as a result of the
refunding deseribed in clause (B) of this Section 4.3(b)(i), the Lessee and Lessor shall
enter into an amendment to this Agreement pursuant to and in compliance with the
conditions and provisions of Section 14.1(b)(ii) hereof, the provisions of clause (1) of
this Section 4.3(b)}(1) shall not be applicable and upon the execution and delivery of
such amendment, the Fixed Basic Rent and Addidonal Fixed Basic Rent shall be
adjusted as provided in such amendment and (4) in the event that as a result of the
redemption described in clause (C) of this Section 4.3(b)(), the Lessee and the Lessor
shall enter into an amendment to this Agreement pursuant to and in compliance with
the conditions and provisions of Section 14.1(b)(iii} hereof, the provisions of clause
(1) of this Section 4.3(b)(i) shall not be applicable and upon the execution and
delivery of such amendment, the Fixed Basic Rent and Additional Fixed Basic Rent
shall be adjusted as provided in such amendment.

(if)  In the event that Outstanding Mortgage Bonds shall be redeemed in part
pursuant to Section 4.09(a) of the Mortgage Indenture due to a Determination of
Taxability, Section 4.09(b} of the Mortgage Indenture with excess Bond proceeds
and/or Section 4.09(d) of the Mortgage Indenture with a termination payment from
the Contractor, any decrease in scheduled payments of principal and interest on the
Mortgage Bonds resulting from any such redemptions shall be subtracted from Fixed
Basic Rent for Debt Service and from Fixed Basic Rent and in each case Schedule III
shall be amended so that (A) the amount of the revised Fixed Basic Rent for Debt
Service for cach Basic Rent Payment Date, when aggregated with the other revised
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payments of Fixed Basic Rent for Debt Service, (x) equals the reduced aggregate
amoumnt of scheduled payments of such principal and interest due on the Mortgage
Bonds and (y) will permit the transfers by the Mortgage Trustee required in
Section 5.03(b)(ii) of the Mortgage Indenture to pay the Mortgage Bonds and
(B) Fixed Basic Rent payable on any Basic Rent Payment Date for which there has
heen a reduction in Fixed Basic Rent for Debt Service, shall also be reduced by the

amaount of such reduction.

(iiiy  If any Additional Mortgage Bonds shall be issued by the Lessor to pay for
completion of the Facility pursuant to Section 2.04(b) of the Mortgage Indenture or
for improvements to the Facility pursuant to Section 2.04(c) of the Mortgage
Indenture, any increase in scheduled payments of principal and interest on the
Mortgage Bonds resulting from such issuance shall be added to Fixed Basic Rent for
Diebt Service and to the Fixed Basic Rent and in each case Schedule I shall be
amended so that (A) the amount of the revised Fixed Basic Remt for Debt Service for
zach Basic Rent Payment Date, when aggregated with the other revised payments of
Fixed Basic Rent for Debt Service, (x) equals the incieased aggregate amount of
scheduled payments of such principal and interest due on the Mortgage Bonds and
(y) will permit the transfers by the Mortgage Trustee required in Section 5.03(b)(ii)
of the Mortgage Indenture to pay the Mortgage Bonds, and (B) Fixed Basic Rent
payable on any Basic Rent Payment Date for which there has been an increase in Fixed
Basic Rent for Debt Service, shall also be increased by the amount of such increase.

{iv) In the event that Schedule IIT is required to be amended pursuant to the
preceding provisions of this Section 4.3(b) or any amendment to this Agreement
pursuant to Section 14.1¢(b), the Lessee, concurrently with or prior to the event as a
result of which Schedule IIT is required to be amended, shall prepare and deliver to
the Trustee, the Mortgage Trustee, the Lessor and the Independent Engineer, the
required amended Schedule III to this Agreement and upon the date of such delivery
the amended Schedule III shall become effective; provided, that the Lessor, the
Mortgage Trustee, the Trustee and the Independent Engineer will be furnished with a
draft of the proposed amended Schedule IIT by the Lessee at least five Business Days

prior to the date of such delivery.

(c) Additional Rent. ANl amounts and liabilities which the Lessee is required to pay
under this Agreement other than Basic Rent, together with any penalty, interest and cost
which may be added for nonpayment or late payment thereof shall constitute additional rent
hereunder ("Additional Rent” ). If the Lesses shall fail to pay such Additicnal Rent when the
same shall become due, the Lessor shall have all the rights, powers and remedies with
respect thereto as are provided herein or by law in the case of nonpayment of Basic Rent and
shall, except as provided herein, have the right to pay the same on behalf of the Lessee.

(dy Commencement Date Proration of Expenditures. During the Construction
Period, the Lessor as provided in Section 6.3(b), shall be obligated to make or cause to be

made the necessary expenditures (i) to keep and maintain in effect insurance specified
therein, and (ii) to pay all taxes, assessments and other governmental charges prior to the
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time penalties attached during the Construction Period. Upon the Commencement Date all
such expenditures which have been made by the Lessor shall be prorated to the
Commencement Date and the Lessee shall pay to the Lessor as Additional Rent, an amount
which will reimburse the Lesgsor for any expenditures described in the preceding sentence
which are not allocable to the Construction Period and the Lessee will receive a credit
against such amount for any expéndétures which are to be made by the Lessee on or after the
Commencement Date to pay insurance costs, taxes, assessments and other governmental
charges as provided in Sections 5.8 and 5.9 which are allocable to the Construction Period;
provided, that (A) if the amount of such credit exceeds the amount to be paid by the Lessee
to reimburse the Lessor, the Lessor shall pay the Lesses an amount equal to the excess and
(B)Y if the actual amount of any liability for which such expenditures have been or shall be
made are not certain in the opinion of the Independent Engineer such Hability shall be
estimated by the Independent Engineer and an appropriate payment adjustment shall be made
by the Lessor or Lessee, as the case may be, at such time as the Independent Engineer shall
certify In a certificate delivered to the Lessor and Lessce that the actual amount of such
liability has been determined, the actual amount thereof and the payment adjustment.

(e) Net Lease. This Agreement is a net lease commencing on the Commencement
Date and, any present or future Law to the contrary notwithstanding, shall not terminate
except as otherwise specifically provided herein, nor shall the Lessce be entitled to any
abatement cr reduction, set-off, counterclaim, defense or deduction with respect to any Basic
Rent or Additional Rent, nor shall the obligations of the Lessee hereunder be affected except
as otherwise expressly provided herein. The Lessee shall remain obligated under this
Agreement in accordance with its terms and shall not take any action to terminate, rescind or
avoid this Agreement, notwithstanding any bankruptcy, insolvency, reorganization,
liquidation, dissolution or other proceeding affecting the Lessor, or any action with respect
to this Agreement which may be taken by any trustee, receiver or liquidator or by any court.

(f)  Payment of Basic Rent. Any Basic Rent Payments shall be made in immediately
available funds as directed by the Mortpage Trustee.

Section 4.4,  Casualty and Governmental Authorify Acquisition. (a) (i) Subject to
the provisions of Section 4.4(d) hereof, if prior to the end of the Leasa Term, there shall be
a loss or damage to the Facility by reason of the occumrence of a Casualty or a Governmental
Authority Acquisition, the Lessee shall be obligated to continue to make the payments
required to be made by the Lessec under this Agrecment,

(ii)  Subject to the provisions of Section 4.4(d) hereof, the proceeds of any
insurance received by reason of a Casualty, or any award or other compensation paid by
reason of a Governmental Authority Acquisition (excluding any amounts which the Lessee
ander the Site Lease is entitled to receive as owner of the Facility Site), shall be deposited in
the Insurance and Condemnation Proceeds Account and, except for proceeds of business
interruption insurance, shall be disbursed therefrom, after deducting any reasonable and
necessary expense incurred by the Lessor, the Mortgage Trustee or the Lessee in collecting
such proceeds, as provided in Section 5.05 of the Mortgage Indenture.
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{b) Iimediately after the veccurrence of a Casuvalty, the Lessee shall notify the
Independent Engineer, the Mortgage Trustee, the Trustee and the Lessor in writing of such
event. The Lessee hereby agress that the Mortgage Trustee shall apply amounts representing
the net proceeds of insurance paid on account of such Casualty in the Insurance and
Condemnation Proceeds Account in accordance with Sectior 5.05 of the Mortgage

Indenture.

(¢} Immediately after the commencement of any proceedings by a Governmental
Authority for the purpose of obtaining a Governmental Authority Acquisition, the Lessee
shall notify the Independent Engineer, the Lesgor, the Mortgage Trustee and the Trustee
thereof in writing. The Lessec hereby agrees that the Mortgage Trustee shall apply amounts
representing the net proceeds of any such Governmental Authority Acquisition in the
Insurance and Coodemnation Proceeds Account in accordance with Section 5.05 of the

Mortgage Indenture.

(d)(i) If an occarrence of the character referred to in paragraph (i) or (ii) of
Section 4.4(a) other than a Hingham Lessee Succession, involves a Joss or damage exceeding
an amount which is egual to 10% of the Stipulated Loss Value determined as of the next
Basic Rent Payment Date (the “Substantial Loss Amount”) and the Lessee concludes that the
loss or damage is such that the restoration of the Facility or the continued use of the Facility
is impossible or materially uneconomic (any such loss or damage being a “Substantial Loss™),
the Lessee shall, not later than 30 days after the occurrence thereof, deliver to the Lessor,
the Independent Engineer, the Mortgage Trustee and the Trustee a notice in writing (2
“Termination Notice”) describing the event which took place causing such loss or damage,
setting forth the reasons why the Lessee is of the opinion that it is a Substantial Loss and
declaring the intention of the Lessee to terminate this Agreement as a result of the
Substantial Loss. Within 30 days following its receipt of a Termination Notice, the
Independent Engineer shall deliver its report to the Lessee, the Lessor, the Mortgage Trustee
and the Trustee as to whether the Independent Engineer concurs with the opinion of the
Lessee that the loss or damage is a Substantial Loss. If either (A) the report of the
Independent Engineer concurs that the loss or damage is a Substantial Loss, or (B) if the
Independent Engineer does not concur but a Third Party Engineer requested by the Lessee
pursuant to Section 13.11 of this Agreement determines that the Independent Engineer is
incorrect, the Lessee an the Basic Rent Payment Date next following the date of delivery of
such report or the date of such determination, as the case may be, shall prepay the Fixed
Basic Rent in an amount equal to the Stipulated Loss Value as of such Basic Rent Payment
Date and pay any other unpaid rent which is due and payable on such Basic Rent Payment
Date, such amount to be deposited in the Redemption Account for distribution in accordance
with Scction 5.04 of the Mortgage Indenture and upon such deposit and payment by the
Lessor this Agreement shall terminate; provided, however, that in the event that subsequent
to such termination the Lessor shall sell or lease the Facility, the Lessor shall mitigate the
damages suffered by the Lessee in paying the Stipulated Loss Value to the same extent the
Lessor would be required to mitigate damages under Section 9.2 in the event of a
prepayment of Fixed Basic Rent due to an Economic Abandonment Determination.
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(ii) If an occurrence of the character referred to in clauses (i) or (ii) of
Section 4.4(a) other than a Hingham Lessee Succession, involves a loss or damage which is
less than the Substantial Loss Amount, or, if the amount of such loss or damage equals or
exceeds the Substantial Loss Amount and either {A) the Lessee shall not have delivered a
Termination Notice as required by Section 4.4()(1} or (B) such Termination Notice was
delivered by the Lessee as required by Section 4.4(d)(i) but the requirements set forth in
Section 4.4(d}(i} to terminate this Agreement shall not have been met, then this Agreement
shall continne in full effect and the Lessee, with the proceeds from the Insurance and
Condemnation Procecds Account, shall proceed promptly to restore the Facility as
hereinafter provided. The Lessee shall have the obligation to restore the Facility in all
material respects to its condition immediately prior to the occurrence which caused the loss
or damage referred to in the preceding sentence and in the event that the proceeds in the
Insurance and Condemnation Proceeds Account are insufficient to complete such restoration,
the Lessee shall be required to deposit such additional amounts in the Insurance and
Condemnation Proceeds Account pursuant to Section 5.05 of the Mortgage Indenture as
shall be necessary in order to complete such restoration; provided, that (i) the additions and
replacements which constitute such restoration shall not be considered to be Facility
Modifications, and (ii} the Lessee shall not be entitled to be repaid under Article X for its

expenditure of such additional amounts,

(iii)  Upon the occurrence of a Hingham Lessee Succession, this Agreement shall
continue in full force and effect and (A) the Town of Hingham (“Hingham”) shall becomne
abligated to perform all of the duties and obligations of the Lessee under. this Agreement
(except those obligations which by their nature cannot be performed by a municipal
government), and shall become entitled to substantally all rights, privileges and benefits of,
the Lessce under this Agreement and (B) Massachusetts-American Water Company (“Muss-
Am”) shall have no further duties or obligations under this Agreement, except that:

() Mass-Am shall continue to be obligated to comply with the provisions of
Sections 5.14 and 5.17 hereof and Hingham shall not be subject to compliance with
Sections 5.14 and 5.17 and all references to the term “Lessee” in such provisions and
in the related definitions used to determine compliance with Sections 5.14 and 5.17
and for any other computations of the Coverage Ratio shall be deemed to refer to

Mass-Am and not to Hingham,

(v} Mass-Am shall continue to be obligated to furnish to the parties specified
in the lead-off provisions of Section 5.1 the financial information required by
Section 5.1(b) where the references to the term “Lessee” therein and in the related
definitions used therein shall be deemed to refer to Mass-Am and not to Hingham and
the requirements of Section 5.1(b) shall be deleted from the reporting requirements
for Hingham as Lessee under Section 5.1,

(w)  Hingham shall deliver to Mass-Am a copy of all reports, notices and other
information required to be delivered by the Lessee to the Lessor under this

Agreement,
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(%) inthe event that Mass-Arm shall fail to comply with Secdons 5.14, 5.17 or
5.1 az set forth above, such failure to comply shall constitute an Event of Default by
the Lessee under the paragraph of Section 7.1 which applies to such Section 5.14,
517 or 3.1, as the case may be, but only after the applicable grace periods have
elapsed, and for purposes of this determination references in the applicable paragraph
of Section 7.1 to the term “Lessee” and the related definitions shall be deemed to refer

to Mass-Am,

(y) in the event that an Event of Defanlt occurs, Hingham shall be primarily
liable for the payment of all amounts due the Lessor under Article VI, provided, that
Mass- Am shall also remain liable for such payments and if and to the extent that Mass-
Am shall make zny such payments, Mass-Am shall be subrogated to the rights of the
[essor against Hingham for such payments, and

(z) Hingham shall not succeed to any right of Mass-Am as Lessee (A) to
request or direct the Lessor (i) to issue Additional Mortgage Ronds under the
Mortgage Indenture, (ii) to refund any Outstanding Mortgage Bonds, (iii) to redeem
any Quistanding Mortgage Bonds or (B) with respect to the rights of the Lessee in

Article XI1I,

Section 4.5, Security Interest in Collateral. So long as any of the Mortgage Bonds

remain Outstanding, in order to (x) provide for the operation.and maintenance of the
Facility, (y) secure the prompt payment of all amounts due under this Agreement, to the
extent provided herein and in the Indenture and (z) secure the due performance and
observance by the Lessee of all covenants, agreements and provisions of this Agreement, for
the uses and purposes and subject to the terms hereof and of the Indenture, the Lessce does
hereby mortgage, grant, assign, transfer, convey, pledge and confirm unto the Lessor, its
successors and assigns, in trust, a security imterest in all right, title and interest of the Lessee
in and to the following collateral (the “Collateral” y:

{a) this Agreement;
{b) the AWW Capital Contribution Agreement;
{c) all Governmental Approvals, to the extent assignable; and

(d) any and all proceeds of any public liability insurance, automobile liability
insurance, insurance covering a loss due to an interruption in the operation of any
portion of the Facility (including business interruption and use and occupancy
insurance or any other insurance), casualty insurance and insurance for the repair or
replacement of any portion of the Facility maintained by the Lessee in connection with

the Facility.
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ARTICLE V
LESSEE COVENANTS AND AGREEMENTS

The Lessee hereby covenants and agrees:

Section 5.1.  Reporting Requirements. The Lessee shall furaish (i) to the Lessor,

(i1) to the Mortgage Trustee, (iii) to the Trustee, (iv) upon written request, to any holder
of at least $1,000,000 in aggregate principal amount of the Mortgage Bonds Outstandin g,
and (v) upon written request, to any Bondholder or any Beneficial Owner of at least
$1,000,000 in aggregate principal amount of the Bonds Outstanding:

(a)  as soon as practicable and in any event within 60 days after the end of the
first, second and third guarterly accounting periods of each Fiscal Year of the Lessee
(commencing with the quarter ending June 30, 1995), an unaudited balance sheet of
the Lessee as of the last day of such quarterly period and the related statements of
income and cash flows for the portion of the Fiscal Year ending with the last day of
such quarterly period, setting forth in each case in comparative form the unaudited
figures for the corresponding period fram the preceding Fiscal Year and accompanied
by an Officer’s Certificate to the effect that such financial statements fairly represent
the Lessee’s financial condition and results of operations at and as of their respective

dates;

(b) as soon as practicable and in any event within 120 days after the end of
each Fiscal Year (commencing with the Fiscal Year ending Decemnber 31, 1995y, (i) a
balance sheet of the Lessee as of the end of such Fiscal Year and the related statements
of income and cash flow during such Fiscal Year setting forth in cach case in
comparative form the figures from the preceding Fiscal Year, accompanied by an
audit report thereon of a firm of independent public accountants of recognized
national standing selected by the Lessee and (ii) an Officer’s Certificate setting forth
the Coverage Ratio as of the end of such Fiscal Year;

(¢)  at the same time as the annual financial statements are delivered pursuant
to clause {(b) above, an Officer’s Certificate (i) confirming that all insurance policies
required pursuant to Section 5.8 are in full force and effect on the date thereof,
(ii) confirming the names of the companies issuing such policies, (ii1) confirming the
amounts and expiration dates of such policies, (iv) stating that payment of premiums
on such policies has been made, (v) stating that such policies camply with the
requirements of Section 5.8 and (vi) including a summary of all claims against
insurance and the status of each during the preceding Fiscal Year;

(d) at the same time as the financial statements are delivered pursuant to
clauses (a) and (b) above, an Officer's Certificate to the effect that (i} no Event of
Default exists under this Agreement and (11) to the knowledge of the Lessee, no
default by the Lessee which could not reasonably be expected to be cured within the
applicable cure period or, in either case, if such statement cannot be so certified,
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specifying in reasonable detail the exceptions to such statement and the actions to be
taken with respect to such exceptions;

{ey each of the following items:

(i) prompty after the Lessee learns of the occurrence thereof, written
notice of the occurrence of any event or condition which constitutes (or that,
upon notice or lapse of time or both, would constitute) an Event of Default
under this Agreement, specifically stating that such event or condition has
oceurred and describing it and any action being or proposed to be taken with

respect thereto;

(ii} written notice of the occuwrrence of any Govemmental Authority
Acquisition or any Casualty and an Officer’s Certificate setting forth the details
thereof and the action which the Lessee is taking or proposes to take with

respeet thereto; and

(i1i)  written notice of the cccurrence of any event giving rise to a claim
under any insurance policy which might be expected to be in an amount greater
than $500,000 (escalating at the CPL from June, 1995) together with copies of
any document relating thereto (including copies of any such claim) in possession
or control of the Lessee or any agent thereof; and

{f) copies of any information required to be fumished under this Agreement
to any securities pricing service designated in a notice to the Lessee from a
Bondholder ar Beneficial Owner; provided that the Lessee agrees that in the event that
it shall be provided under any statute or rule of the Securities and Exchange
Commission, Municipal Securities Rulemaking Board or other regulatory bedy that
information relating to the Lessor, the Lessee or any other Person be made available
to the public or any Person (including without limitation any municipal securities
information depository) in order to assure the lquidity of the Bonds, then the Lessee
shall use it best efforts to canse such information to be so made available. :

Section 5.2.  Final DPU Rate Orders and Reaffirmaiion of Bond Rating. The Lessee
agrees to use all reasonable efforts (i) to obtain from the Massachusetts Department of
Public Utilities (the "DPU") at the earlicst time on or afier the Commencement Date occurs,
a final and unappealable rate order issued by the DPU (the “Final DPU Rate Order')
approving an increase in rates resulting from the construction of the Facility (the “Facility
Rate Increase”) to be charged by the Lessee to its ratepayers in Hingham, Huoll, Norwell and
Cohasset who will be served by the Facility (the “Facility Ratepayers”), (ii) to obtain the
Bond Rating Reaffirmation at the earliest time on or after the Commencement Date, and
(iti) in the event that Improvement Bonds shall be issued, to obtain from the DPU cither
prior to or at the earliest time after the issuance of such Improvement Bonds a Final DPU
Rate Order approving a Facility Rate Increase to be charged by the Lessee to the Facility

Ratepayers.
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Section 5.3.  Operating Disclosure. Commencing with the semi-annual operating
report hereinafter described for the first six month period which ends more than 90 days
after the Commencement Date and continuing so long as any of the Mortgage Bonds remain
Outstanding, the Lessee shall provide semi-annual operating reports, as described below, to
the Trustee, the Mortgage Trustee, the Lessor, the Independent Engineer and vpon written
request, to (x) any Bondholders or any Beneficial Owners of at least $1,000,000 in
aggregate principal amount of the Bonds Outstanding, and (y) to the holders of at least
$1,000,000 in aggregate principal amount of Outstanding Mortgage Bonds, no later than
30 days after each June 30 and December 31. The operating reports shall include, for the
previous six or 12 months, as the case may be, statistics relating to plant availability, Rent
payments, the quantity of water treated by the Lessee, the Debt Service Coverage Ratia for
the four immediately preceding Fiscal Quarters, the estimated Debt Service Coverage Ratio
for the current Fiscal Year and comparative operating budget data for the previouns and the
current year and actual costs incurred for the year to date.

Section 54. Anaual Forecast. Mot less than (i) 60 days prior to the first day of
gach full Fiscal Year following the Commencerment Date and (i) 90 days following the
Commencement Date if the Commencement Date is more than six months prior to the end of
the Fiscal Year in which it ocours, the Lessee shall submit to the Independent Engincer, the
Lessor, the Mortgage Trustee and the Trustee in draft form an operation plan and a budget,
detailed by month as hereinafter specified éthe “Annual Forecast”), pravided that (%) if the
Commencement Date is more than six months prior to the end- of the Fiscal Year in which it
ocours, the first Annual Forecast shall cover the period from the Commencement Date
through the end of the Fiscal Year in which it accurs or (y) if the Commencement Date is
within the last six months of the Fiscal Yeéar in which it occurs,. the first Annual Forecast
shall cover the period from the Commencement Date through the end of the Fiscal Year
which follows the Fiscal Year in which the Commencement Date occurs. Each Annual
Forecast shall specify the estimated Basic Rent payments, the estimated quantity of water to
be treated by the Lessee, and contain calculations in reasonable detail which will provide
(A) the estimated Debt Service Coverage Ratio for the current Fiscal Year and (B) the
Projected Debt Service Coverage Ratio for the immediately succeeding Fiscal Year. If the
Annual Forecast provides that both the estimated Debt Service Coverage Ratio for the
current Fiscal Year and the Projected Debt Service Coverage Ratio for the immediately
succeeding Fiscal Year (collectively, the “Currenr Performance Ratios”) exceed 1.25, the
Annual Forecast shall not be required to be submitted to the Independent Engineer and shall
then be provided to the Lessor, the Mortgage Trustee and the Trustee. If, however, both
Current Performance Ratios do not exceed 1.25, the Lessee shall submit the draft of the
proposed Annual Forecast to the Independent Engineer which shall provide its comments, if
any, to the Lessee within 30 days of its receipt thereof and the Lessee shall incorporate the
Independent Engincer’s reasonable suggestions into a final Annual Forecast, which, so long
as any Mortgage Bonds remain Qutstanding, shall then be provided to the Lessor and the
Trustee. If, after reasonable efforts, the Lessee and the Independent Engineer cannot concur
on items in a final Annual Forecast, the Lessee may invoke the Third Party Engineer Dispute
Resolution described in Scction 13.11. The Lessee will use reasonable efforts, consistent
with normal operations and requirements, to operate and maintain the Facility, or cause the
Facility to be operated and maintained, substantially in accordance with the Annual Forecast
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which is delivered 1o the Lessor, the Mortgage Trustee and the Trustee pursuant to the
foregoing provisions of this Section 5.4,

Section 5.5. Maintenance FPlan. The Lesses shall prepare for the first full Fiscal
Year which begins more than 90 days after the Cormmencement Date and for every Fiseal
Year thereafter, and shall submit to the Independent Engineer a maintenance plan which
forecasts major maintenance for the next five years (the “Maintenance Plan”) and shall be
submitted at the same time as the Annual Forecast; provided, however, that if the Annual
Forecast shall demonstrate that both of the Cument Performance Ratios exceed 1.25, a
Maintenance Plan shall not be required to e submitted to the Independent Engineer and shall
then be provided to the Lessor, the Mortgage Trustee and the Trastee, If, however, both
Current Performance Ratios do not exceed 1.25, the Lessee shall submit the Maintenance
Plan to the Independent Engineer which shall provide its comments, if any, to the Lessee
within 30 days of its receipt of the proposed Maintenance Plan and the Lessce shall
incorporate the Independent Engineer’s reasonable suggestions into a final Maintenance Plan,
which, so long as any of the Mortgage Bonds remain Outstanding, shall then be provided 1o
the Trustee, the Mortgage Trustee and the Lessor. If, after reasonable efforts, the Lessee
and the Independent Engineer cannot concur on iterns in a final Maintenance Plan, the Lessee
may invoke the Third Party Engineer Dispute Resolution described in Section 13.11.

Section 5.6.  Maintenance of Existence, Properties, Maintenance of Property, Facility
Starus, Governmental Approvals,” Audit Expenses. (a) The Lessee shall preserve and
maintain (i) its legal existence as a corporation and its good standing under the laws of the
Commonwealth and its qualification to do business in the Commonwealth and (ii) all of its
rights, privileges and franchises nccessary for the operation of the Facility and the
maintenance of its existence,

(b) The Lessee shall perform in all material respects all of its covenpants and
agreements contained in any of the then existing Facility Documents to which it is a party,
the nonperformance of which could reasonably be expected to result in a Material Adverse

Effect.

(¢) From and after the Commencement Date, the Lessee will maintain and operate
the Facility, or cause the Facility to be maintained and operated (i) in good order and repair,
(ii) in compliance with the provisions of the Facility Documents, the noncompliance with
which could reasonably be expected to result in a Material Adverse Effect, and
(ii1) substantially in accordance with Prudent Engineering and Operating Practices, From
and after the Commencement Date the Lessee will pay or cause to be paid all charges for
utilities supplied to the Facility. From and after the Commencement Date, the Lessee shall
have the sole right to direct the sale of any property or assets from the Facility subject to the
provisions of Section 5.16 hereof and other provisions of the Facility Documents.

(d) ~ The Lessee agrees that it will not use any plant or water treatment facilities
other than this Facility to provide treated water to the ratepayers in the towns of Hingham,
Hull, Norwell and Cohasset.
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{c}  The Lessee shall use all reasonable efforts to obtain and to maintain in full force
and effect all Governmental Approvals that are necessary from time to time (1) to conduct its
business as currently conducted and as proposed to be conducted, (ii) for the Facility to treat
water in accordance with and as contemplated by the Construction Contract and (iii) to
perform its obligations under the Facility Documents to which it is a party, unless the failure
to so obtain or maintain any such Governmental Approval could not reasonably be expected

to result in a Material Adverse Effect.

(f)  The Lessee shall preserve and maintain good title or valid leasehold rights to the
Facility Site and the Collateral purported to be subject to the Lien of the Security Documents
to which it is a party, subject only to Permitted Encumbrances and the terms of the then
existing Facility Documents, unless such failure could not reasonably be expected to result in

a Material Adverse Effect.

(g) So long as the Lessee operates the Facility, it will operate it as “Pollution
Control Facilities” as contemplated by the Act and, so long as any Tax-Exempt Bonds remain
Outstanding, it will use all portions of the Facility financed in whele or in part from
proceeds of Tax-Exempt Bonds exclusively and solely as facilities for the furnishing of
water within the meaning of Section 142(a)(4) of the Code and the régulations promulgated
thereunder, and will not take or omit to take any action that would cause interest on the Tax-
Exempt Bonds to be included in gross income for federal income tax purposes.

(h) The Lessee agrees to pay all expenses incurred by the Lessor in connection with
any rating of the Bonds, including the costs of any audits or preparation of other financial
information of the Lessor required for such purposes.

Section 5.7.  Compliance with Laws. The Lessee shall comply in all material Ie5pects
with all Requirements of Law applicable to the Lessee or the Facility (a) in conducting its
business as currently conducted and as proposed to be conducted pursuant to the then existing
Facility Documents and (b) in performing its material obligations under the Facility
Documents except for any Requiremnents of Law the noncompliance with which could not
reasonably be expected to result in a Material Adverse Effect.

Section 5.8. [Insurance. (a) To the extent available on commercially reasonable
terms, the Lesses shall at all times from and after the Commencement Date and during the
Lease Term effect, maintain and keep in force, or cause to be effected, maintained and kept
in force, the insurance listed in Schedule IV. Insurance required pursuant to Schedule IV
shall be with responsible insurance camriers which are authorized to do business in the
Commonwealth and have a Best’s Rating of “A-XII” or as agreed upon by the Lessor and the

Lessee,

(b)  The Mortgage Trustee shall be named as a joint loss payee under all required
property and business interruption/extra expense insurance, and shall be named as an
additional insured as its interest may appear with respect to the insurance required by
Schedule IV. The Lessor and the Mortgage Trustee (so long as any Mortgage Bonds remain
Outstanding) shall also be named as additional insurads with respect to General Liability,
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Excess Liability and Antomobile Liability insurance required by Schedule IV, as to claims
based upon or relating to the acts or ornissions of the Lessee, in connection with the Facility.

{c} The insurance carried in accordance with Schedule IV shall include the
following provisions:

(i) To the extent permitted by Law, all insurers shall waive all rights of
subrogation against the Mortgage Trustee and 1ts respective officers, employees,
agents, successors and assigns, and shall waive any right of set-off and counterclaim
and any other right to deduction whether by attachment or otherwise;

(ii)  Such insurance shall be primary without right of contribution of any
other insurance carried by or on behalf of the Mortgage Trustee, with respect to its
interest as such in the Facility and each policy shall contain a severability-of-interests

or cross Hability provision; and

(iif)  If, at any time, such insurance is canceled, or any material change is made
in the coverage which affects the interests of the Mortgage Trustee, such cancellation
or change shall not be cffective as to the Mortgage Trustee for 60 days, except for
nonpayment of premiom, which shall be ten days, after receipt by the Mortgage
Trustee of written notice from such insurer of such cancellation or change.

(d)  Upon procurement by the Lessee of the insurance set forth in Schedule IV, the
Lessee shall furnish to the Mortgage Trustee certification of all required insurance. Such
cerfification shall be executed by each insurer or by an authorized representative of each
insurer. Such certification shall identify insurers, the type of insurance, the insurance limits,
a description of the Facility andfor operations, the risks covered thereby and the policy term.
The Lessee shall certify that the premiums.on all such policies have been paid in full for the
current year or will be paid when due. Upon request by the Mortgage Trustee, the Lessee
will promptly furnish to the Mortgage Trustee copies of all insurance policies, binders and
cover notes or other evidence of such insurance relating to the Facility. Notwithstanding
anything contained herein to the contrary, the Lessee shall furnish to the Trustee, the
Mortgage Trustee, any Bondholder or Beneficial Owner of at least $1,000,000 in aggregate
principal amount of Bonds Outstanding and any holder of at least $1,000,000 of Outstanding
Mortgage Bonds requesting the same, copies of all insurance policies, binders and cover
notes or other evidence of such insurance relating to the Facility.

(e) If at any time any of the insurance required pursuant to this Section 5.8 shall no
longer be available on commercially reasonable terms, the Lessee shall procure substitute
insurance coverage that is the most equivalent to the required coverage and available on
commercially reasonable terms. The Lessee shall deliver to the Mortgage Trustee a
certificate of the Independent Insurance Advisor stating that the required insurance coverage
is no longer available on commercially reasonable terms and that the proposed substitute
insurance coverage is the most equivalent to the required coverage available on

commercially reasonable terms.
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(f)  The loss, if any, under any property and/or business interruption/extra expense
insurance required to be carried under Schedule IV shall be adjusted with the insurance
companies or otherwise collected, including the filing in a timely manner of appropriate
proceedings, by the Lessee. In addition, the Lessee shall take all other steps necessary or
requested by the Mortgage Trustee to collect from insurers any loss covered by any of the
insurance policies in Schedule IV. All such policies shall provide that the loss, if any, under
sach insurance shall be adjusted and paid as provided in this Section 5.8,

(g} The Lessor, the Lessee and the Mortgage Trustee shall cooperate and consult
with each other in all matters pertaining to the settlement or adjustment of any and all claims
and demands for damages on account of any taking or condemnation of the Facility or
pertaining to the settlement, compromise or arbitration of any claim on account of any

damage or destruction of the Facility or any portion thereof.

(h) No provision of this Section or any octher provision of this Agreement shall
imposge on the Mortgage Trustee any duty or obligation to verify the existence or adequacy
of the insurance coverage maintained by the Lessee, nor shall the Mortgage Trustee be
responsmle for any representations or warranties made by or on behalf of the Lessee to any

insurance company or underwriter.

Section 5.9.  Payment of Taxes and Claims. From and after the Commencement
Date, the Lessee shall, prior to the time penalties shall attach thereto, pay and discharge or
cause to be paid and discharged all taxes, assessments and governmental charges or levies
lawfully imposed upon it or upon its income or profits or upon any of the Trust Estate and
all lawful claims or obligations which either constitute a Lien upon, or, if unpaid, would
becorne a Lien upon the Trust Estate, real or personal, or upon any part thereof; provided
the Lessee shall not be required to pay any such tax, assessment, charge, levy, claim or
obligation if there is a Good Faith Contest thereof by the Lessee. The Lessee shall pramptly
pay or cause to be paid any valid, final judgment enforcing any such tax, assessment, charge,
levy or claim and cause the same to be satisfied of record unless such judgment is then the

subject of a Good Faith Contest.

Section 5.10.  Books and Records. The Lessee shall at all times keep proper books and
records of all of its business and financial affairs and all of the business and financial affairs
of the Facility in accordance with GAAP. The Lessce shall keep books of account or records
concerning its accounts, inventory, contract rights, equipment and proceeds at its offices
located on the Facility Site or at its principal offices in Hingham, Massachusetts,

Section 5.11.  Right of Inspection. Subject to requirements of applicable Law and
safety requirements and upon reasonable notice from the Mortgage Trustee, the Lessee shall
permit the Lessor, the Mortgage Trustee, the Trustee or any agents or representatives
thereof, from time to time during normal business hours to conduct reasonable inspections
and examinations at all reasonable times of the Facility and the records of the Lessce relating

to the Facility.
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In addition, the Independent Engineer shall have the right to witness and venfy the
perfaormance tests under the Construction Contract.

Section 5.12.  Third FParty Contracts. The Lessee may enter into any contract or
agreement with any Person (o receive, treat and transmit water to be supplied by such
Person (a “Water Treatment Agreernent”) at the Facility but only if, after giving effect
thereto, the then present value of the aggregate minimum payments required to be made
under all then existing Water Treatment Agreements shall not exceed 10% of the fair value
of the Facility on the Commencement Date as set forth in an Independent Engineer’s
certificate delivered to the Lessor and the Lessee on or prior 1o the Commencement Date.

Section 5.13.  Compliance with Environmental Laws. The Lessee (i) shall comply in
all material respects with all Environmental Laws applicable to the leasing, operation or use
of the Facility Site or the Facility, and shall cause any persons cccupying the Facility Site or
the Facility to comply in all material respects with all such Bnviranmental Laws except, in
all events, where the failure to comply with such Environmental Laws would not resultin a
Material Adverse Effect, (ii) shall immediately pay or cause to be paid ail costs and expenses
incurred in connectien with such compliance as such costs and expenses become due and
payable (unless the payment of any such costs or expenses is the subject of a Good Faith
Contest by the Lessee) and (ili) shall keep or cause to be kept the Facility Site and the
Facility free and clear of any Liens other than Permitted Encumbrances imposed pursuant to
such Environmental Laws (unless any such Lien is stayed or bonded). The Lessee shall not
generate, uge, treat, store, rclease, dispose of, or transport or permit the generation, use,
treatment, storage, release, disposal or transportation of Hazardous Materials on, at, from,
or to the Facility Site or the Facility except, in all events, in material compliance with all

applicable Environmental Laws.

Section 5.14.  Limitations on Fixed Charges. So long as any Mortgage Bonds remain
Outstanding, the Lessee will not create, assume or incur or become liable for any Fixed

Charges, except

(a)  the Fixed Charges required to be paid by the Lessee under the Lease as in
effect on the Closing Date and any increase in Fixed Charges resulting from the
issuance of Completion Bonds pursuant to Section 2.04 of the Mortgage Indenture;

(b) Fixed Charges under Debt instruments or other leases or agreements
which are in effect on the Closing Date; and

(c)  any other Fixed Charges if at the time of the incurrence thereof and after
giving effect to the application of the proceeds thereof,

(1} the Coverape Rartio shall have been at least (A) for any period
ending on or pror to December 31, 1999, 1.45 to 1.00, and (B) for any period
¢nding after December 31, 1999, 1.50 to 1.00, provided that if the New
England-American Merger shall occur prior to December 31, 1999, the

-37- Facility Lease Agreement



Joe A, Conner, BEsq.
June 29, 20172
Page 59

t

29

Coverage Ratio for any period ending on or after the effective date of such New
England- American Merger shall have been at least 1.50 to 1.00, and

(i1)  the aggregate principal amount of all outstanding Long Term Debt
of the Lessee shall not exceed 65% of Total Capitalization;

provided, however, that any Fixed Charges which are not permiited to be incurred
pursuant to the foregoing provisions of this Section 5.14(c}, shall be permitted if the
rating agency or agencies which provided the then current rating of the Bonds prior to
such incurrence shall reaffirm such a rating after giving effect to such incurrence.

Section 5.15.  Liens. Solong as any of the Mortgage Bonds remain Outstanding, the
Lessee shall not create or suffer to exist or perrnit any Lien upon or with respect to the
Facility except for Permitted Encumbrances,

Section 5.16.  Prohibition on Disposition of Assets; Replacement Property. Except as
contemplated by the Facility Documents, the Lessee shall not sell, lease (as lessor) or transfer
(as transferor) (i) any property or assets of the Facility except in the ordinary course of
business to the extent that such property is worn out or is no longer useful or necessary in
connection with the operation of the Facility or to the extent that such property is replaced
with property of equal value and utility to the Lessee or (ii) any other property or assots of
the Facility unless the Independent Engineer shall certify (which certification shall not be
unreasonably withheld or delayed) that such sale, lease or transfer will not result in a
Material Adverse Effect. Any proceeds received by the Lessee from the sale of property or
assets of the Facility (A) under clause (i) of the preceding sentence which exceed the cost of
the replacement property or (B) under clause (ii) of the preceding sentence (collectively,
"Facility Property Sale Proceeds”) may be applied within the 30-day period following the
receipt thereof by the Lessee to the purchase of other property which is usefal in connection
with the operation of the Facility (“Replacement Property”) with the prior written approval
of the Independent Engineer (which approval shall not be unreasonably withheld or
delayed). To the extent that Facility Property Sale Proceeds are not applied as provided in
the preceding sentence, the Lessee hereby agrees that such sums shall be held by the
Mortgage Trustee in the Capital Replacement Fund under Section 5.07 of the Mortgage
Indenture for further application as provided thereunder and in Section 10.2 of this

Agreement,

Section 5.17.  Consolidation, Merger. The Lesses will not consolidate or merge with
or into any other Person unless (i) the Person which results from such consolidation or
merger (the “surviving entity”) either (A) is Massachusetts-American Water Company or
(B) if not, (y) is a corporation organized under the laws of any state of the United States or
the District of Columbia, and (z) the due and punctual performance and observance of all of
the covenants in this Agreement ta be performed or observed by the Lessee are expressly
assumed in writing by the surviving entity and the surviving entity shall furnish to the
Lessor, the Mortgage Trustee and the Trustee an opinion of counsel to the effect that the
instrument of assumption has been duly authorized, executed and delivered and constitutes
the legal, valid and binding contract and agreement of the surviving entity enforceable in
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accordance with its terms, except as enforcement of such terms may be limited by
bankruptey, insolvency, reorganization, moratorium, frandulent conveyance and similar
laws affecting the enforcement of creditors’ rights generally and by general equitable
principles, and (ii) at the time of such congolidation or merger and immediately after giving
effect thereto, (A) no Default or Event of Default would exist, and (B) the Coverage Ratio
of the surviving entity as Lessee shall not be less than 1.50 to 1.00.

Section 5.18.  Amendments; Additional Agreements. 5o long as any of the Mortgage
Bonds remain Outstanding, the Lessee may enter into any amendment or modification of any
of the then existing Facility Documents to which it is a party or enter into additional
agreements with respect to the Facility only if a Lessce Representative certifies to the
Mortgage Trusies, the Trustce and the Lessor, and the Independent Engincer confirms
(which confirmation shall not be unreasonably withheld or delayed) that (i) such
amendment, modification or additional agreement could not reasonably be expected to result
in a Material Adverse Effect, and (ii) such amendment or modification would not
reasonably be expected to materially increase the likelihood of the occurrence of a future
Material Adverse Effect; provided, that such certificate and confirmation shail not be
required for any amendment to this Agreement entered into pursuant to Section 14.1(b)(1),

14, 1(b)(i) or 14.1(b)(iti) of this Agreement.

Section 5.18.  Lessee’s Obligation with Respect to Tax Exemption of Interest Paid on
the Tax-Exempt Bonds. Notwithstanding any other provision hereof, the Lessee covenants
and agrees that it will not take or authorize or permit, to the extent such action is within the
contrel of the Lessee, any action to be taken with respect to the Facility, or the proceeds of
the Bonds (including investment earnings thereon), insurance, condeémnation, or any other
proceeds derived directly or indirectly in connection with the Facility, which will result in
the loss of the exclusion of interest on the Tax-Exempt Bonds from gross income for Federal
income tax purposes under Section 103(a) of the Code (except for any Tax-Exempt Bond
during any period while any such Tax-Exempt Bond is held by a person referred to in
Section 147(a) of the Code); and the Lessee also will not knowingly omit to take any action
in its power which, if omited, would cause the above result. This provision shall control in
case of conflict or ambiguity with any other provision of this Agreement. The Lessee shall
not (i) make any material change in the purposes for which the Facility is used or (i) alter,
remodel or improve the Facility or construct other facilities at the Facility Site which results
in a substantial change in the Facility or the character of the activities conducted by the
Lessee or the Lessor at the Facility site, unless in any such case the Leszor has complied with

Section 407 of the Indenture.

Section 5.20.  Financing Statements. (a) The Lessee will, at its expense, take all
necessary action to maintain and preserve the liens and the security interests of this A gree-
ment so long as any of the Bonds remain Outstanding.

(b)  The Lessee will, forthwith after the execution and delivery of this Agreement,
and thereafter from time to time, cause this Agreement (including any amendments thereof
and supplements thereto) and any financing statements in respect of this Agreement to be
filed, registered and recorded in such manner and in such places as may be required by law
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in order to publish notice of and fully to perfect and protect the lien and security interest
created thereby; and from time to time will execute or canse to be executed and will file or
will cause to be filed any and all continuation statements and further instruments that may be
requested by the Lessor, the Mortgage Trustee or the Trustee for such publication,
perfection and protection. Except to the extent it is exempt therefrom, the Lessee will pay
or cause to be paid all filing, registration and recording fees incident to such filing,
registration and recording, and all expenses incident to the preparation, execution and
acknowledgment of such instruments of further assurance, and all federal or state fees and
other similar fees, duties, imposts, assessments and charges arising out of or in connection
with the execution and delivery of this Agreement, said financing statements and such

instruments of further assurance.

Section 5.21.  Assignment and Subletting, The Lessee agrees that it will not sublet the
Facility or assign its interest hercunder, nor shall the Lessee, except as provided in this
Agreement, rmortgage, pledge or otherwise encumber its interest hereunder.

ARTICLE VI
LESSOR COVENANTS

Section 6.1. Maintenance of Existence. The Lessor shall preserve and maintain (i)
its legal existence as a corporation, (ii) its good standing under the laws of the
Commonwealth and the State of Delaware and its gualification to do business in the
Commonwealth and (iii} all of its rights, privileges and franchises necessary for ownership

of the Facility and the maintenance of its existence.

Section 6.2,  Compliance with Certain Agreements and Performance of Gencral
Covenants. (a) The Lessor shall perform in all material respects all of its obligations under
the Lessor Documents, the non-performance of which could reasonably be expected to result

in a Material Adverse Effect.

{b} The Lessor shall comply in all material respects with all Requirements of Law
applicable to the Lessor and the Facility in performing its obligations under the Lessor
Documents, except any thercof the noncompliance with which could not reasonably be
expected to result in a Material Adverse Effect.

(¢} The Lessor further covenants that, to the extent perminted by Law, it shall take
no action nor enter into any agreement which could reasonably be expected to result in a

Material Adverse Effect.

Section 6.3.  Construction of Facility. (a) The Lessor will acquire, construct and
install the Facility or cause the Facility to be acquired, constructed and installed, all in
accordance with the Construction Contract and this Agreement, with diligence and continuity
(except for interruptions provided for in the Construction Contract which the Lessor will
use its best efforts to mitigate) in accordance with all material applicable Requirements of
Law. The Lessor shall use all reasonable efforts to cause the Facility to be substantially
completed and the Commencement Date to accur.
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(b} During the Construction Period, the Lessor shall (i) effect, maintain and keep
i force or cause to be effected, maintained and kept in force the insurance listed under
Schedule [V under the heading “Construction Period” with the carriers described in
Section 5.8(a) and (ii) prior to the time penalties attach, pay and discharge or cause to be
paid and discharged all taxes, assessments and governmental charges or levies which cither
constitute a Lien upon, or, if unpaid, would become a Lien upon the Trust Estate. The
Lessor shall have the right to have the expenses relating to the foregoing obligations paid out
of the Construction Fund to the extent such expenses constitute Facility Costs,

(¢)  Subject to its covenants and agreements in this Agreement and subject further to
the provisions of the Indenture, the Lessor, subject to the prior approval of the Lessee, may
make, authorize or permit changes or amendments in the components of the Facility or may
determine not to complete a portion of the Facility for which proceeds of the Bonds (and
investment income thereon) are available, provided, however, that proceeds of the Bonds
(and investment income thereon) otherwise allocable to such portion of the Facility must be
used either (i) to pay costs of the remaining parts of the Facility, or (ii) to pay or redeem
principal on the Bonds in accordance with the provisions of this Agreement and the
Indenture, provided that in the case of (ii), the Lessor shall have received a Favorable
Opinion of Bond Counsel with respect to such application.

(d)  The Lessor shall not make any change or amendment in the components of the
Facility if such change or amendment causes the economic life of the Facility to be reduced
unless the Lessor shall have received the prior approval of the Lessee and shall have
delivered to the Trustee a Favorable Opinion of Bond Counsel with respect to such change

or amendment.

(¢}  The Lessor shall use all reasonable efforts 1o obtain and to maintain in full force
and effect all Governmental Approvals applicable to the Lessor that are necessary from time
to time (i) to conduct its business as currently conducted and as proposed to be conducted
and (ii) to perform its obligations under the Facility Documents to which it is a party, unless
the failure to so obtain or maintain any such Covernmental Approval could not reasonably
be expected to result in a Material Adverse Effect.

Section 64. Completion Bonds. Prior to the Commencement Date, if the Lessor
shall determine that adequate funds are not available to complete the construction of the
Facility, the Lessor shall have the authority to issue Additional Mortgage Bonds (the
“Completion Bonds") in an aggrepate principal amount sufficient to complete the

- construction, provided, however, that any such Completion Bonds may be issued only if the

conditions set forth in Section 2.04(b) of the Mortgage Indenture are complied with,

Section 6.5.  Change Orders. So long as any of the Mortgage Bonds remain
Outstanding, the Lessor shall not initiate or consent to any change order under the
Construction Contract unless (1) such change order is reasonable and is consistent with
sound engineering practice, (2) such change order shall be approved by the Lessee, and
(3) cither (i) the Lessor certifies in an Officer’s Certificate to the Mortgage Trustee and the
Independent Engineer confirms in a certificate to the Mortgage Trustee (which confirmation
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shall not be unreasonably withheld or delayed) that: (a) such change order is not reasonably
expected to result in a Material Adverse Effect, (b) such change order is technically feasible,
(c) such change order is not reasonably expected to materially and adversely affect the
cperation, reliability, value or remaining useful life of the Facility and (d) the
implamentation of such change order is not reasonably expected to cause the postponement
of the Commencement Date, or (ii) such change order (x) does not individually exceed
$260,000 (either in the form of an increase or a decrease), and (y) when aggregated with all
other change orders (other than those which meet the requirements of clause (3){) above or
which are described in the last sentence of this Section 6.5) does not exceed $2,0060,000.
Notwithstanding the foregoing, the resuictions set forth in this Section 6.5 shall not apply to
change orders due 1o uncontrollable circumstances.

Section 6.6, Construction Disclosure. Until the Commencement Date, the Lessor
shall provide quarterly construction reports, as described below, to the Trustee, the
Mortgage Trustee, the Lessee, the Independent Engineer, and upon written request, to
{x) any Bondholder or any Beneficial Owner of at least $1,000,000 in aggregate principal
amount of Bonds cutstanding and (y) any holder of at least $1,000,000 in aggregate
principal amount of Outstanding Mortgage Bonds, no later than 30 days following the end
of each calendar quarter. The construction reports shall include current draw down
information, a comparison of the current budget with any drawdown schedule set forth in
the Construction Contract, a summary of the general status of construction including the date
on which completion is expected to occur, information on change orders, a discussion of
sufficiency of funds, and such other matters as the Trustee, the Mortgage Trustee, the Lessee

or the Independent Engineer may reasonably request.

Section 6.7.  Issuance of Improvement Bonds and Refunding Bonds. Upon the
written request of the Lessee, the Lessor shall use its best efforts to issue Improvement
Bonds as provided in Section 10.3 of this Agrecment and Refunding Bonds as provided in

Sections 11.1 and 11.2 of this Agreement.

Section 6.8, Use of Series 1995 Bond Proceeds. The Lessor will apply all of the
proceeds from the sale of the Series 1995 Bonds (exclusive of accrued interest) in
accordance with the provisions hereof and of the Mortgage Indenture and the Indenture, to
the extent it is within the power of the Lessor to do so.

Section 6.9. Debt. So long as any of the Mortgage Bonds remain Outstanding, the
Lessor shall not create or incur or suffer to exist any Debt except:

(a) Debt issued under the Facility Documents including the issuance of
Additional Mortgage Bonds permitted by the Facility Docurnents; and

{(b) Subordinated Debt.

Section 6.10.  Liens. (a) So long as any of the Mortgage Bonds remain Outstanding,
the Lessor shall not create or suffer to exist or permit any Lien upon or with respect to the
Facility except for Permitted Encumbrances.
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Section 6,12, Guaranties. So long as any of the Mortgage Bonds remain Outstanding,
the Lessor shall not contingently or otherwise be or become liable, directly or indirectly, in
connection with any Guaranty except {(a) Guaranties arising in the ordinary course of
business, (b) indernnitics with respect to unfiled materialmen’s, mechanic’s, workmen's,
repairmen’s, employee’s or other like Liens arising in the ordinary course of operations or
maintenance of the Facility, and (¢) indemnities to federal, state or local governmental
agencies or authorities relating to any expenses incurred that are incidental to obtaining
easements or permits for the benefit of the Facility.

Section 6.12.  Prohibition on Disposition of Assets; Prohibition on Leases. (a) The
Lessor agrees that from and after the Commencement Date property or assets of the Facility
will be disposed of at the direction of the Lessee as provided in Section 5.6(c).

{b)  The Lessor will not enter into any lease (as lessee) of property except the Site
Lease.

Section 6.13.  Amendments; Additional Agreements. So long as any of the Mortgage
Bonds remain Qutstanding, the Lessor may enter into any amendment or modification of any
of the then existing Facility. Documents to which it is a party or enter into additional
agreements only if a Company Representative certifies to the Trustee, the Mortgage Trustee
and the Lessee, and the Independent Engineer confirms that (i) such amendment,
modification or additicnal agreement could not reasonably be expected to result in a Material
Adverse Effect, and (1i) such amendment or modification would not reasonably be expected
to materially increase the likelihood of the occurrence of a future Material Adverse Effect:
provided that such certificate and confirmation shall not be required for any amendment to
this Agreement entered into pursuant to Section 14.1(b)(i), 14.1(b)(ii) or 14,1(b)(iii) of this

Agreement.

Section 6.14.  Prohibition on Fundamental Changes. So long as any of the Mortgage
Bonds remain Outstanding, the Lessor shall not enter into any transaction of merger or
consolidation, change its form of organization or its business, liguidate or dissolve itself (or
suffer any liquidation or dissolution) or amend or modify its Articles of Incorperation. So
long as any of the Mortgage Bonds remain Outstanding, the Lessor shall not purchase or
otherwise acquire all or substantially all of the assets of any Person.

Section 6.15.  Subordinated Debr Payments. So long as any of the Mortgage Bonds
remain Outstanding, the Lessor shall not make any payments on any Subordinated Debt
except from distributions from the Surplus Fund and as otherwise permitted by the
Mortgage Indenture and this Agreement.

Section 6.16.  Nature of Business. So long as any of the Mortgage Bonds remain
Outstanding, the Lessor shall not engage in any business other than the owning, development,
acquisition, construction, leasing, mortgaging, pledging and financing of the Facility and
related activities as contemplated by the Facility Documents.
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Section 6.17,  Employee Plans. So long as any of the Mortgage Bonds remain
Outstanding, the Lessor shall not become a party to, participate in or assume any liability
with respect to any “pension plan” as defined in ERISA.

Section 6.18.  Transactions with Affiliates. So long as any of the Mortgage Bonds
remnain Qutstanding, the Lessor shall not enter into any transaction or agreement with any
Affiliate other than (a) the Facility Documents and the transactions contemplated thereby
and (b) transactions in the ordinary course of business on terms that are certified by the
Lessor and confirmed by the Independent Engineer as being fair and reasonable to the

Lessor. -

Section 6.19.  Maintenance of Control. Until such time as the AWW Capital
Contribution has terminated pursuant to its terms, AWW shall own directly or through one
or more wholly-owned subsidiaries 100% of the capital stock of the Lessee and the Lessor.

Section 6.20.  Application of Termination Payment. The Lessor covenants and agrees
that, if it ever receives a termination payment from the Contracter pursuant to the
Construction Contract, it will cause all such moneys to be deposited into the Redemption
Account and will direct the Mortgage Trustee to call the Series 1995 Mortgage Bonds, for
special mandatory redemption pursuant to Section 4,09 of the Mortgage Indenture.

Section 6.21.  Reaffirmation of Bond Ratings. The Lessor agrees to use all reasonable
efforts (i) to obtain the Bond Rating Reaffirmation at the earliest time on or afier the
Commencement Date, and (ii} to have the rating agency or agencies reaffirm the rating of
the Bonds at such other times as a rating or reaffirmation may be requested by the Lessee.

ARTICLE VII
EVENTS OF DEFAULT AND REMEDIES

Section 7.1.  Events of Default. The term “Event of Default”, whenever used herein,
shall mean any of the following events (whatever the reason for such event and whether it
shall be voluntary or involuntary or come about or be affected by operation of law, or be
pursuant to or in compliance with any applicable Law), and any such event shall continue to
be an Event of Default if and for so long as it shall not have been remedied:

(a) The Lessee shall fail to pay any Fixed Basic Rent for Debt Service due
hereunder within three days of when the same becomes due and payable;

(b) The Lessee shall fail to pay any other Basic Rent Payment due hersunder
within ten days of when the same becomes due and payable; or

(¢}  The Lessee shall fail to maintain insurance as required by Sections 5.8(a)
and (b) and such failure shall continue uncured for 10 days after the Lessee has actual
knowledge of such fatlure; or
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{dy The Lessee shall fail to perform or observe its covenant or agresment
contained in Sections 4.3(c) (Additional Rent), 5.6{a} (Maintenance of Existence),
5.6(dy (Governmental Approvals), 5.14 (Fixed Charges), 5.15 (Liens), 5.16
(Disposition of Assets), 5.17 (Consolidation; Merger) or 5.18 .(Amendments;
Additional Agreements) and such failure shall continue uncured for 30 days after the

Lessee has actual knowledge of such failure; or

(e) The Lessee shall fail to perform or observe any of its covenants contained
in any other provision of this Agreement (other than those referred to in paragraphs
(a) through (d) of this Section 7.1} and such failure shall continue wacuared for 30 or
more days after the Lessee has actual knowledge of such fallure; provided that if the
Lessee commences efforts to cure such default within such 30 day period, the Lessee
may continue to effect such cure of the default (and such default shall not be deemed
an “Event of Default” hereunder) for an additional 60 days after such 30 day period
s0 long as a Lessce Representative provides an Officer’s Certificate to the Mortgage

Trustee stating that the Lessee is diligently pursuing the cure; or

(f)  Any representation or warranty made by the Lessee herein shall prove to
have been false or misleading in any respect as of the time made, confirmed or
furnished and the inaccuracy of such representation or warranty has resulted or would
reagonably be expected to result in a Material Adverse Effect, and such
misrepresentation shall continue uncured for 30 or more days from the date the Lessee
has actual knowledge thereof; provided that if the Lessee commences efforts to cure
such inaccuracy within such 30 day period, the Lessee may continue to effect such
care of the misrepresentation (and such misrepresentation shall not be deemed an
“Bvent of Default” hereunder) for an additional 60 days after such 30 day period so
long as a Lessee Representative provides an Officer’s Certificate to the Mortgage
Trustee stating that the Lessee is diligently pursuing the cure; or

(g) The Lessce shall fail to make the payment when due of the principal or
interest on any Debt of the Lessee which has an aggregate principal amount
outstanding in excess of $500,000 and as a result of such failure the maturity of such

Pebt shall have been accelerated; or

(b)  With respect to any Facility Document: (A) such Facility Document is
declared unenforceable by a Governmental Authority of competent jurisdiction in a
final, non-appealable judgment, or (B) any party thereto denies it is required to
comply with any material obligation under such Facility Document and such event
would reasonably be expected to result in a Material Adverse Effect; provided,
however, that neither of the events described in clause (A) or (B) above shall be an
Event of Default if within 180 days after the occurrence of such event (x) the party
which made the denial described in clause (B) above, resumes performance or {y) the
parties to the Facility Document declared unenforceable enter into an alternative
agreement (x) which contains, as certified by the Lessee to the Trustee and as
confirmed (such confirmation not to be unreasonably withheld or delayed) by the
Independent Engineer, substantially equivalent terms and conditions; or
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(1) A final and non-appealable judgment cor judgments for the payment of
money in excess of $300,000 shall be rendered against the Lessce or any of the
property or assets of the Lessee, and the same shall remain unpaid, unvacated or
unstayed by appeal or consent for a period of 30 or more congecutive days from the

date of entry thereof, or

(1) The Lessee or the Lessor shall (i) apply for or consent to the appointment
of, or the taking of possession by, a receiver, custodian, trustee or liquidator of itself
or of all or a substantial part of its property, (ii) admit in writing its inability, or be
generally unable, to pay its debts as such debts become due, (iii) make a general
assignment for the benefit of its creditors, (iv) commence a voluntary case under the
Federal Bankruptcy Code, (v) file a petition seeking to take advantage of any other
law relating to bankruptcy, insolvency, reorganization, winding-up, or composition or
readjustment of debts, (vi} fail to controvert in a timely and appropriate manner, or
acquiesce in writing to, any petition filed against such Person in an involuntary case
under the Federal Bankruptcy Code, or (vii) take any corporate or other action for the
purpose of effecting any of the foregoing; or

(k) A proceeding or case shall be commenced against the Lessee or Lessor
without its application or consent in any court of competent jurisdiction, seeking (i} its
liquidation, reorganization, dissolution, winding-up, or the composition or
readjustment of debts, (ii) the appointment of a trustee, receiver, custedian, liquidator
or the like of such Person under any law relating to bankruptcy, insolvency,
reorganization, winding-up, or composition or adjustment of debts, and such
proceeding or case shall continue undismissed, or any order, judgment or decree
approving or ordering any of the foregoing shall be cntered and continue unstayed and
in effect, for a period of 90 or more consecutive days, or any order for relief against
such Person shall be entered in an involuntary case under the Federal Bankruptcy

Code: or

(I} The Bond Rating Reaffirmation shall not have been obtained within the
period of 180 days (such period, as it may be extended as hereinafter provided being
the "Wairting Period”) immediately following the first to occur of July 1, 1996 or the
Commencement Date; provided, that at any time which is at least 30 days prior to the
end of the current Waiting Period, the Lessor may extend the Waiting Period for a
180-day period following the end of the then current Waiting Period (x) by delivering
to the Mortgage Trustee for deposit in the Section 7.1(1) Account established under
Section 5.03 of the Mortgage Indenture an amount equal to the sum of (i) any
deficiency in the Debt Service Reserve Fund Requirement and (ii) the amount which
when added to the funds, if any, which are then in the Section 7.1(I) Account, wiil
equal six times the monthly Fixed Basic Rent for Debt Service and (y) by delivering
to the Lessee, the Mortgage Trustee and the Trustee (i) a written notice from the
Lessor which states (A) that the Bond Rating Reaffirmation has not been obtained and
may not be obtained prior to the end of the current Waiting Period and (B) that the
Lessor reasonably expects to obtain the Bond Rating Reaffirmation and (ii) a
certificate confirmed by the Independent Engineer stating that the Debt Service
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Reserve Requirement is met and that the Section 7.1(1) Account contains an amount
which is equal to six times the monthly Fixed Basic Rent for Debt Service; provided,
further, if the Lessor shall determine that a reduction of Debt Service is necessary 1o
obtain the Bond Rating Reaffirmation, the Lessor shall furnish an Officer's Certificate
to the Lessee, the Mortgage Trustee and the Trustee in which the Lessor shall (1) state
that it has made such a determination, and (2) specify the minimum amount of
Outstanding Mortgage Bonds (in multiples of $5,000) which shall be redeemed for
such purpose pursuyant to Section 4.07(a) of the Mortgage Indenture, which minimum
amount shall be confirmed by an Independent Engineer, and within 90 days following
the delivery of such Officer’s Certificate the Mortgage Bonds specified therein shall be

sa redeemed; or

(m) The Lessor shall fail 10 observe or perform any material covenant,
condition or agreement contained in this Agreement on the part of the Lessor to be
performed and such failure shall continue for 30 days after written notice specifying
such failure and requiring the same to be remedied shall have been given to the Lessor
by the Lesses or the Mortgage Trustee, which notice may be given by the Mortgage
Trustee in its discretion and shall be given by the Mortgage Trustee at the written
request of the holders of not less than 30% in aggregate principal amount of all
Mortgage Bonds then Outstanding; provided, however, that if said default is such that
it canniot be corrected within the applicable period, it shall not constitute an Event of
Default if corrective action is instituted by the Lessor (or the Lessee on behalf of the
Lessor) within the applicable period and diligently pursued until the default is
corrected; provided, further, however, such defanlt must be curable,

Section 7.2. Remedies. (a) Upon the occurrence of an Event of Default described in
Section 7.1(b) above, the Lessor may initiate an action against the Lessee to collect the
unpaid Basic Rent referred to in Section 7.1(b) but the Lessor shall not have the right to
accelerate any Basic Rent Payments or initiate (i) any foreclosure or other collection agtion
against the Facility or the Collateral or (ii) any bankruptey, insolvency, reorganization,
hquidation, dissolution or other similar proceeding against the Lessee, provided, however,
that if any action or procecding described in clause (i) or (ii) of this Section 7.2(a) shall be
initiated as a result of another Event of Default with respect to which such action or
proceeding is permitted hereunder, the Lessor may include in such action or proceeding the
collection of such unpaid Basic Rent on a pari passu basis.

(b)  Upon the occurrence of the Event of Default described in Section 7.1(1}, the
Lessee, within 20 days of such occurrence shall notify the Lessor in writing of a date which
is within 180 days following such cccurrence on which the Lessee shall repurchase the
Facility from the Lessor or if no notice shall be so furnished, the Lessee shall be deemed to
have selected a date which is the first Business Day on or after the 130th day next following
the date of such eccurrence (the date so selected shall be the “Repurchase Date”). On the
Repurchase Date the Lessee shall repurchase the Facility for an aggregate purchase price (the
“Facility Purchase Price”) equal to the amount by which (A) the sum of (i) the aggrepate
principal amount of Mortgage Bonds then outstanding including any accrued but unpaid
interest thereon plus (ii) the aggregate amount of equity contributions expended by the
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Legsor in the purchase and construction of the Facility, exceeds (B) the aggregate value of
assets in the Debt Service Reserve Fund, valued on the Repurchase Date as provided in
Section 304(e) of the Indenture, and upon consummation of the repurchase this Agreement

shall terminate.

{c) Upon the ccourrence of the Event of Defanlt described in Section 7.1{mj}, the
Lessee may initiate an action or proceeding against the Lessor for specific performance or
money damages resulting from such Event of Default but shall not have any right to
terminate or modify any provisions of this Agreement and notwithstanding the occurrence of
such Event of Default or the institution of any such action or proceeding by the Lessee, this
Agreement shall continue in full effect.

(d) Upon the occurrence of an Event of Default described in Section 7.1G) or (k)
above, all Basic Rent Payments shall become automatically due and payable. Upon the
cccurrence of any other Event of Default under Section 7.1 (other than Sections 7.1(b),
7.1(1y and 7.1(m)), the Lessor may, by notice in writing delivered to the Lessee, declare all
Basic Rent Payments immediately due and payable; provided, that the Lessor shall not
declare all Basic Rent Payments to be due and payable unless the principal of and accrued
interest on all Mortgage Bonds then Outstanding shall have been declared to be due and
payable under Section 7.02 of the Mortgage Indenture. Such acceleration provisions,
however, are also subject to the condition that if, after the principal of any Mortgage Bonds
shall have been so declared to be due and payable, and before any judgment or decree for the
payment of the moneys due shall have been obtained or entered as provided in the Mortgage
Indenture, the Lessee shall cause to be deposited with the Lessor a sum sufficient to pay all
matured installments of Basic Rent which shall have become due otherwise than by reason of
such declaration (with interest thereon, at the rate per annum specified in the Mortgage
Indenture) and such amount as shall be sufficient to cover reasonable compensation and
reimbursement of expenses payable to the Trustee, and all BEvents of Default under the
Mortgage Indenture other than nonpayment of Basic Rent which shall have become due by
said declaration shall have been remedied, such Event of Default shall be deemed waived and
such declaration and its consequences rescinded ¢r annulled, and the Lessor shall promptly
give written notice of such waiver, rescission or annulment to the Lessee and shall give
notice thereof to all holders of Qutstanding Mortgage Bonds previously notified of the
acceleration, but no such waiver, rescission or annulment shall extend to or affect any
subsequent Event of Defanlt or impair any right or remedy consequent thereon.

{e) In payment of the Basic Rent Payments which have been declared due and
payable pursuant to Section 7.2(d) above, the Lessee shall pay to the Lessor as liquidated
damages for the loss of a bargain and not as a penalty an amount equal to the Stipulated Loss
Value 2s of such Basic Rent Payment Date and, in addition, shall pay any unpaid rent as of
the immediately preceding Basic Rent Payment Date; provided, that if and to the extent that
the Stipulated Loss Value shall be paid by Lessee, the Lessor shall mitigate the damages paid
by the Lessee in the event that (x) it shall sell the Facility, by paying to the Lessee proceeds
from such sale remaining after payment to the Lessor of (I) all of the Lessor’s cxpenses
incurred in connection with such sale and (1) an amount equal to the sum of (A) the
Lessor's expected residual interest in the Facility at the end of the Lease Term plus (B) the
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Lessor’s expected retumn on equity during the Lease Term which would have remained if
this Agreement had not been terminated (the amount in subclause (B) being “Lessor’'s Return
on Equity”), but not in excess of the Stipulated Loss Value so paid by the Lessee or (y) it
shall lease the Facility, by paying to the Lessee a portion of the rent payable thercunder
during the remainder of the Lease Term but only after first retaining amounts therefrom
sufficient to compensate the Lessor for (1) all of the Lessor’s expenses incurred in
connection with the leasing of the Facility and (II) the Lessor’s Return on Equity, in an
aggrepate amount which is not in excess of such Stipulated Loss Value so paid by the Lessee.

Section 7.3.  Additional Remedies on Default; Obtaining the Collateral upon Default.
Whenever any Event of Default under this Agreement shall have occurred and be continuing
and all Basic Rent Payments have been declared to be due and payable pursuant to
Section 7.2 and such acceleration has not been rescinded, the Lessor shall have all the rights
and remedies of a secured party under the Uniform Commercial Code to enforce this
Agreement and the security interests comtained herein, and, in addition, subject to any
requiremnents of applicable Law then in effect and the provisions hereof, the Lessor may, in
addition to its other rights and remedies hereunder, do any of the following to the extent
permitted by applicable Law and the provisions hereof:

(i) personally, or by trustees or attorneys, immediately take possession of the
Collateral or any part thereof, from the Lessee or any other Person who then has
possession of any part thereof with or without notice or process of law, and for that
purpose may enter upon the premises where any of the Collateral is located and
remove the same and use in connection with such removal any and all services,

supplies, aids and other facilities of the Lessee;

(ii) instruct the obligor or obligors on any agreement, insttument ar other
obligation constituting the Collateral to make any payment required by the terms of
such instrument, agreement or obligation directly to the Lessor;

(iii)  take possession of the Collateral or any part thereof, by directing the
Lessee in writing to deliver the same to the Lessor at any place or places designated by
the Lessor, in which event the Lessee shall at its own expense:

{A) forthwith cause the same, to the extent reasonably feasible, to be
moved to the place or places so designated by the Lessor and there be delivered

to the Lessor;

(B) store, keep and safeguard any Collateral so delivered to the Lessor
at such place or places pending further action by the Lessor as provided in
Section 7.4; and

(C)  while the Collateral shall be so stored, kept and safeguarded,
provide such guards and maintenance services as shall be necessary to protect
the same and to preserve and maintain them in good condition.
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To the extent permitted by law, the Lessee’s obligation to deliver the Collateral is of the
essence of this Agreement and, accordingly, upon application to a court of equity having
jurisdiction, the Lessor shall be entitled to obtain a decree requiring specific performance by
the Lessee of said obligation.

Section 7.4.  Remedies; Disposition of the Collateral. 1f an Event of Defanlt has
securred and is continuing and pursuant to Section 7.2 all Basic Rent Payments have been
declared to be due and payable and such acceleration has not been rescinded, any Collateral
repossessed by the Lessor under or pursuant to Section 7.3 and any cother Collateral,
whether or not so repossessed by the Lessor, may, to the extent permitted by any contract
terms govemning such Collateral, be sold, leased or otherwise disposed of under one or more
contracts or as an entirety, and without the necessity of gathering at the place of sale of the
property to be sold, and in general in such manner, at such time or times, at such place or
places and on such terms as the Lessor may, in compliance with any reguirements of
applicable law, determine to be commercially reasonable. Any such disposition shall be
made upon not less than 30 days’ written notice to the Lessce specifying the time such
disposition is to be made and, if such disposition shall be a public sale, specifying the place of
such sale. Any such sale may be adjourned by anncuncement at the time and place fixed
therefor, and such sale may, without further notice, be made at the time and place to which it
was so adjourned. Any of the Collateral may be sald, leased or otherwise disposed of, in the
condition in which the same existed when taken by the Lessor or after any overhaul or
repair which the Lessor shall determine to be commercially reasonable, To the extent
permitted by Iaw, the Lessor or its assigns may itself bid for and become the purchaser of
the Collateral or any item thereof offered for sale at a public auction.

Section7.5. Waiver. (i) Except as otherwise provided in this Agreement, if an
Event of Default shall have occurred and be continuing and Basic Rent Payments shall have
been declared due and payable pursuant to Section 7.2 and such acceleration has not been
rescinded, the Lessee hereby waives, to the extent permitted by applicable Iaw, notice or
judicial hearing in connection with the Lessor’s taking possession or the Lessor’s disposition
of any of the Collateral, including, without limitation, any and all prior notice and hearing
for any prejudgment remedy or remedies and any such right which the Lessee would
otherwise have under the constitution or any statute of the United States or of any state, and
the Lessee, for itself and all who may claim under it, hereby further waives, to the fullest

extent permitied by applicable law:

(A) all damages occasioned by such taking of possession of any Collateral:

(B)  all other requircments as to the time, place and terms of sale or other
requirements with respect to the enforcement of the Lessor’s rights hereunder; and

(C) all rights of redemption, appraisement, valuation, stay, extension or

moratorium now or hereafter in force under any applicable Law in order to prevent
or delay the enforcement of this Agreement or the absolute sale of the Collateral of

any portion thercof.
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(11}  Without limiting the generality of the foregoing and to the extent permitied by
Law end subject to the provisions hereof, if an Event of Default shall have occurred and be
continuing and all Basic Rent Payments have been declared to be due and payable and such
acceleration has not been rescinded, the Lessee hereby: authorizes the Lessor, in its sole
discretion and without notice to or demand upon the Lessee and without otherwise affecting
the oblipations of the Lessee hereunder from time to Hme, to take and hold other caollateral
{(in addition to the Collateral} for payment of any Basic Rent and to exchange, enforce or
release such other collateral or any part thereof, and to accept and hold any endorsement or
guarantee of payment of Basic Rent or any part thereof.

(iii) To the extent permitted by Law, any sale of, or the grant of options to purchase,
or any other realization upon, any Collateral shall operate to divest all right, title, interest,
claim and demand, either at Law or in eqguity, of the Lessee therein and thereto.

Section 7.6.  Application of Proceeds. The proceeds of any Collateral obtained
pursuant to Section 7.3 or disposed of pursuant to Section 7.4 shall be applied to the
payment and satisfaction of the amounts payable ta the Lessor pursvant to Section 7.2(d).

Section 7.7.  Remedies. Cumulative; No Waiver. Each and every right, power and
remedy hereby specifically given to the Lessor shall be in addition to every other right,
power and remedy specifically given under this Agreement or now or hereafter existing at
Law or in equity, or by statute, and each and every right, power and remedy whether
specifically herein given or otherwise existing may be exercised from time to time or
simultaneously and as often and in such order as may be deemed expedient by the Lessor.
All such rights, powers and remedies shall be cumulative, and the exercise or the partial
exercise of ane shall not be deemed a waiver of the right to exercise of any other. No delay
or omission of the Lessor in the exercise of any of its rights, remedies, powers and
privileges hercunder or partial or single exercise thereof, and no renewal or extension of
any Basic Rent Payment, shall impair any such right, remedy, power or privilege or shall
constitute a waiver thereof,

Section 7.8, Discontinuance of Proceedings. In case the Lessor shall have instituted
any proceeding to enforce any right, power or remedy under this Agreement by foreclosure,
sale, entry or otherwise, and such proceeding shall have been discontinued or abandoned for
any reasen or shall have been determined adversely to the Lessor, then, in every such case,
the Lessee and the Lessor shall be restored to their former positions and rights hereunder
with respeot to the Collateral, subject to the security intercst created under this Agreement,
and all rights, remedies and powers of the Lessor shall continue as if no such proceeding had

been instituted.
ARTICLE VIII

LEASE TERMINATION

Section 8.1, Facility Pipe Easement. Upon the termination of this Agreement for
any reason including any Event of Default other than the Event of Default described in
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Section 7.1(1) of this Agreement, the Lessee shall forthwith convey to the Lessor an
easement through the water pipes owned by the Lessee and located on the Facility Site which
the Lessor shall be permitted to assign to any subsequent owner or lessee of the Facility so
that such subsequent owner or lessee may transport water to and from the Facility through

such pipes.
ARTICLE IX
ECONOMIC ABANDONMENT

Section 9.1, Economic Abandonment Determination; Notice. If at any time during
the Lease Term after the 12th anniversary of the Closing Date, the Lessee shall determine
that the Facility is cbsolete or uneconomic to the Lessee and to terminate this Agreement (an
“Economic Abandonment Determination”) the Lessee shall deliver written notice (an
“Economic Abandonment Notice”) to the Lessor, the Independent Engineer, the Mortgage
Trustee and the Trustee (i) stating the reasons for such determination, (ii) specifying a
Basic Rent Payment Date (the “Termination Date”) for the termination of this Agreement
which is at least 12 months after the date of the delivery of such notice and (iif} agreeing to
prepay on the Termination Date Fixed Basic Rent under this Agreement in an amount
determined pursuant to the provisions of Section 9.2 hereof. Within 30 days after the date
of delivery of the Economic Abandonment Notice, the Independent Engineer shall deliver a
certificate to the Lessee, the Lessor, the Mortgage Trustee and the Trustee certifying
whether in its opinion the Facility is obsolete or uneconoric to the Lessee. In connection
with any determination by the Lessee or the Independent Engineer as to whether the Facility
is obsolete or uneconomic to the Lessee, interest rates payable by the Lessee or Lessor for
borrowed money and finance charges payable in connection therewith for such purpose shall
be disregarded. If the Independent Engineer’s Certificate confirms the Economic
Abandonment Determination of the Lessee, the Lessee shall be obligated to make payments
to the Lessor as provided in Section 9.2. If the Economic Abandonment Determination of
the Lessee is not confirmed by the Independent Engincer, the aforesaid Economic
Abandonment Notice shall be deemed to have been canceled.

Section 9.2.  Fixed Basic Rent Prepayment,; Mitigation of Damages. If an Economic
Abandonment Determination shall be confirmed by the Independent Engineer, the Lessee, on
the Termination Date specified in such Economic Abandonment Notice, shall ‘pay to the
Lessor an amount equal to the sum of (i) any unpaid rent which is due and payable ag of the
Termination Date, plus (ii) the Stipulated Loss Value as of such Termination Date and upon
payment of such amounts by the Lessee, this Agreement shall terminate (the aggregate of the
amounts due under clause (i) being “Economic Abandonment Proceeds”); provided,
however, that the Lessor shall mitigate the damages suffered by the Lessee in paying the
Stipulated Loss Value in the event that (x) it shall sell the Facility, by paying to the Lessee
preceeds from such sale remaining after payment to the Lessor of (1) all of the Lessor’s
expenses incurred in connection with stch sale, and (ii) an amount equal {o the sum of
(A) the Lessor’s expected residual interest in the Facility at the end of the Lease Term or
Renewal Term, as the case may be, plus (B) the Lessor’s Return on Equity, but not in excess
of the Stipulated Loss Value so paid by the Lessee, or (y) it shall lease the Facility, by
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paying to the Lessee a portion of the rent pavable thereunder during the remainder of the
Lease Term or Renewal Term, as the case may be, but only after first retaining amounts
therefrom sufficient to compensate the Lessor for (I} all of the Lessor’s expenses incurred
in connection with the leasing of the Facility, and (II) the Lessor's Retum on Equity, in an
amount which is not in excess of such Stipulated Loss Value so paid by the Lessee.

Secrion 9.3, Application of Economic Abandonment Proceeds to Redeem Mortgage
HBonds, The Lessor agrees that in the event that an Economic Abandonment shall be
confirmed by the Independent Engineer, the Lessor shall exercise its option to redeem the
Outstanding Mortgage Bonds in whole pursuant to Section 4.07(b) of the Mortgage
Indenture so that all Outstanding Mortgage Bonds shall become due and payable within 30
days following the Termination Date specified in such Economic Abandonment Notice out of
Economic Abandonment Proceeds and, to the extent of any shortfall, out of any other
amounts then held by the Mortgage Trustee which pursnant to the provisions of the
Mortgage Indenture shall then be available for such purpose.

ARTICLE X
FACILITY MODIFICATIONS; IMPROVEMENT BONDS

Section 10.1.  Facility Modifications. The Lessee, at its own cxpense except as
provided in Sections 10.2 and 10.3, shall make any addition, alteration, improvement or
modification to the property constituting the Facility (hereinafter, a “F. acility Modification™)
which is required by Law or Governmental Authority, whether or not the cost thereof may
be capitalized or charged to maintenance and repairs under GAAP. TIn addition, the Lessee,
at its expense except as provided in Sections 10.2 and 10.3, from time to time may make any
Facility Modification it may deem desirable in the conduct of its business provided that the
Lessee shall not have the right to make any such Facility Modification that will materially
diminish the value or utility of the Facility or reduce its remaining useful life. Prior to
making any Facility Modification other than a Facility Modification which the Lesses
certifies to the Mortgage Trustee (which shall be confirmed by the certificate of an
Independent Engineer) is required by Law or Govemmental Aunthority, the Lessee shall
certify to the Lessor, the Mortgage Trustee and the Trustee, which will be confirmed ina
certificate of the Independent Engineer, that (i) the proposed Facility Modification enhances
the value of the Facility or maintains the current value of the Facility, and (ii} installing the
Facility Modification will not result in any Material Adverse Effect.

Section 10.2.  Title to Modifications; Facility Subordinated Debt; Capital Replacement
Fund. Tide to each Facility Modification made pursuant to Section 10.1 shall vest in the
Lessor, whether or not the cost of such Facility Modification is paid for out of the Capital
Replacement Fund pursuant to the following paragraph, is financed pursuant to Section 10.3
or is paid for by the Lessee; provided, however, that if within the 60-day period
immediately following the first date on which sach Facility Modification shall have been
completed and placed in service (the “Placed in Service Date”), the cost thereof shall not
have been paid for out of the Capital Replacement Fund pursuant to the following paragraph
or financed with Improvement Bonds pursvant to Section 10.3, the Lessor shall be deemed
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to have become obligated an the Placed in Service Date to repay such cost to the Lessee in
accordance with the terms of Subordinated Debt which will be deemed to have been issued
by the Lessor to the Lessee on the Placed in Service Date (i) in a principal amount equal to
such cost, (ii) bearing interest at the Agreed Upon Interest Rate payable semiannually on
dates selected by the Lessor and ({i1) having all principal and accrued and anpaid interest
payable 30 days after the first date on which all Mortgage Bonds issued from time to time
under the Mortgage Indenture shall have been paid in full (any soch Subordinated Debt being

“Facility Subordinated Debrt” ).

If on the Placed in Service Date for any Facility Modification there shall he funds in
the Clapital Replacement Fund, the Lessee may requast that any of such funds be applied to
pay for all or any part of such Facility Modification or to reimburse the Lessee for the
amount paid by the Lessee for such Facility Modification by delivering either within 30 days
prior to or within 30 days following such date, a written request therefor to the Mortgage
Trustee, with a copy thereof being delivered to the Trustee and the Lessor, and if the
Mortgage Trustee approves such request, the Lessee upon receipt of such netice shall direct
the Mortgage Trustee in applying such funds purswant to such written request. At any time
when there shall be Excess Replacement Fund Amounts in the Capital Replacement Fand the
Lessce may request the Lessor to effect a Capital Replacement Fund Redemption pursuant to
Section 4.07(c) of the Mortgage Indenture with funds in the Capital Replacement Fund in an
amount specified by the Lessee which is permitted thereunder, and upon receipt of such
request the Lessor shall use its reasonable efforts to accomplish the requested redemption,
provided, that the following conditions have been complied with:

(i)  there shall be no more than one request for a Capital Replacement Fund
Redemption in any one year; :

(ii) a Favorable Opinion of Bond Counsel shall have been delivered to the
Mortgage Trustee; and

(ili)  no Bvent of Default shall have occurred and be continuing.

The Lessor agrees that it shall not effect a Capital Replacement Fund Redemption without the
prior written approval of the Lessee.

Any Facility Modification with respect to which Facility Subordinated Debt has been
issued may be financed by the Lessee pursuant to Section 10.3 with Improvement Bonds and
vpon the issuance thereof, such Facility Subordinated Debt shall be deemed to have
terminated and cancelled and any unpaid interest on such Facility Subcrdinated Debt may be
included in the cost of the Facility Modification being financed with such Irnprovement
Bonds. So long as any Mortgage Bonds shall be Qutstanding, interest payable on any Facility
Subordinated Debt may be paid at the option of the Lessor and only out of amounts on
deposit from time to time under the Distribution Account.

Section 10.3.  Improvement Bonds. Lessee may finance any Facility Modifications

with Improvement Bonds (a “Supplemental Financing”) by requesting the Lessor to issue,
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and upen receipt of such request the Lessor shall use its reasonable efforts to execute such
documents and instruments, in form and substance satisfactory to the Lessor, as shall have
been provided to it by the Lessee, and rake such other action as may be necessary in order to
effect the issuance of Additional Mortgage Bonds (the “Improvement Bonds”) and shall use
the proceeds therenf to pay the cost of such Facility Modifications, or, if the Lessee has paid
for such Facility Modifications, to reimburse the Lessee for the amount so paid subject to
fulfillment of the following conditions:

(i) there shall be no more than one request for Improvement Bonds in any
calendar year;
(ii)  the Lessee may include in such request for a Supplemental Financing only

Facility Modifications not previously financed in a Supplemental Financing;

(iii)  the Improvement Bonds shall have a final maturity date no later than the
date on which the Lease Term is scheduled to expire;

(iv) a Favorable Opinion of Bond Counsel;

(v) appropriate adjustments, if any, shall have been made in Schedule V to the
percentages for Stipulated Loss Value to support the amertization of the Improvement

Bonds;

(viy the Lessee shall have paid to the Lessor an amount equal to all out-of-
pocket costs and expenses incurred by the Lessor;

(vii) the Lessor and Lessee shall have entered into such agreements and shall
have made or delivered such representations, warranties, covenants, provisions,
opinions and other documents as may be reasonably requested;

{(viii} such Supplemental Financing meets the requirements set forth in
Section 2.04(c) of the Mortgage Indenture and is otherwise permitted by the

Mortgage Indenture;
{ix) no Event of Default shall have occurred and be continuing;

(x) such Supplemental Financing is for an amount not less than $1,000,000
(escalating at the CPI from June, 1995); and

(xi) the capital nature and the cost of such Facility Modifications shall be
certified to the Lessor by the Lessee’s independent certified public accountants.

If the recording or filing of a supplement to the Mortgage Indenture shall be required
to subject to the lien and security interest of the Mortgage Indenture any Facility

Meodifications, the cost of which was financed in whole or in part with Improvement Bonds,
then, within 30 days of the installation of such Facility Modifications, the Lessee shall
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prepare and, after the execution and delivery thereot by the Lessor and the Mortgage
Trustee, record or file such supplement to the Mortgage Indenture and such other
instruments as may be necessary to confirm that title to such Facility Modifications hag
become subject to the lien and security intcrest of the Mortgage Indenture.

ARTICLE X1
REFUNDING BONDS

Section 11.1.  Refunding Bonds at the Option of the Lessee. The Lessee shall have the
option at any time to refund the Gutstanding Mortgage Bonds by having Refunding Bonds
issued pursuant to Section 2.04(d) of the Mortgage Indenture and the Lessee may exercise
such option by requesting the Lessor to issue, and upon receipt of such request the Lessor
shall use its best efforts to execute such documents and instruments, in form and substance
satisfactory to the Lessor as shall have been provided to it by the Lessee, and take such other
action as may be necessary in order to effect the issuance of Additional Mortgage Bonds
(“Refunding Bonds”) and shall use the proceeds thereof to refund Outstanding Mortgage

Bonds, subject to fulfillment. of the following conditions:

(a) the Refunding Bonds shall have a {inal maturity date no later than the date
on which the Lease Term is scheduled to expire;

(b) appropriate adjustments, if any, shall be made on Schedule V to the
percentages for Stipulated Loss Values to reflect the revised Debt Service;

(¢) the Lessee shall have paid to the Lessor an amount equal to all out-of-
pocket costs and expenses incurred by the Lessor;

(d) the issuing of the Refunding Bonds meets the requirements set forth in
Section 2.04(d) of the Mortgage Indenture;

(e} no Event of Default shall have occurred and be continuing, except if such
Event of Default could be cured by such issuance.

Section 11.2.  Refunding Bonds - Determination of Taxability. Upon the occurmence
of a Determination of Taxability the Lessee may elect to have Refunding Bonds issued in
order to refund Outstanding Mortgage Bonds securing Bonds affected by such
Determination of Taxability by requesting the Lessor to issue the same but only if the
conditions set forth in Sections 11.1(a) through 11.1(e) above shall have been met,
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ARTICLE XII
LEASE RENEWAL; RIGHT OF FIRST REFUSAL

Section 12.1.  Acknowledgment; Option to Renew Agreement. The Lessor and the
Lessee acknowledge that although it is customary in leasing arrangements similar to this and
desirable from the standpoint of both parties for the Lessee to have an option to purchase the
Facility at the end of the Lease Term, and to have other rights to acquire the Facility in
certain sitnations, the June 5, 1995 letter from Price, Waterhouse, a copy of which is
attached hereto as Exhibit C, states that in accordance with SFAS 98 the only continuing
involvement which the Lessee may have at the end of the Lease Term is the right of renewal

and first refuszal which is set forth herein,

Subject to the notice requirement set forth in Section 12.2 and so long as no Event of
Default shall have occurred which shall be continuing on the Renewal Natice Date or the
Renewal Date, the Lessee ghall have the option to renew (the “Renewal Option”) the term of
this Agreement at the end of the Lease Term for one period as determined by the Lessee in
its Renewal Notice (the “Renewal Term”) which Renewal Term shall commence on the date
following the end of the Lease Term (the “Renewal Date”) and be at least two years but not
more than a term which when added to the Lease Term equals 74% of the estimated useful
life of the Facility determined as of the Commencement Date by the Independent BEngineer as
set forth in a certificate delivered to the Lessees, the Lessor, the Mortgage Trustee and the
Trustee on or prior to the Conunencement Date; provided, however, that if at any time after
the Commencemnent Date the Independent Engineer shall deliver a certificate to the Lessee,
the Lessor, the Mortgage Trustee and the Trustee in which it certifies that the estimated
useful life of the Facility is longer than previously certified pursuant to this Section 12.1,
then the Renewal Term may be extended to a term which when added to the Lease Term
equals 74% of the estimated useful life of the Facility so certified by the Independent
Engineer in such certificate. All of the provisions of this Agreement shall apply during the
Renewal Term except (i) the Fixed Basic Rent shall be 30% of the Fixed Basic Rent which
shall be in effect at the end of the Lease Term, as the same may be adjusted from time to
time by the issuance of Additional Mortgage Bonds on or after the commencement of the
Renewal Term and there shall be no Percentage Rent, (ii) the Event of Default in
Section 7.1(a) which arises from a failure to pay Fixed Basic Rent for Debt Service shall be
changed as of the Renewal Date so that the Event of Default arises for a failure to pay any
Fixed Basic Rent, and (iii) if any Mortgage Bonds shall then be Outstanding, the Stipulated
Loss Value shall be calculated in order to pay principal and interest thercon as the same
become due and payable and if no Mortgage Bonds shall then be Qutstanding, the Stipulated

Loss Value shall be zero.

Section 12.2.  Renewal Notice. Not later than six months prior to the expiration date
of the Lease Tenm, the Lessee, if it intends to exercise its option to renew the term of this
Agreement pursuant to Section 12.1, shall deliver written notice (a “Renewal Notice” ) to the
Lessor stating (1) that the Lessee shall exercise such option to renew, and (ii) the Renewal
Term selected by the Lessee (the date on which such notice is delivered being the “Renewal
Notice Date”). Concurrently with its delivery of the Renewal Notice the Lessee shall furnish
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an appraisal by an independent appraiser selected by the Lessee and reasonably acceptable to
the Lessor as to the estimated fair market value of the Facility as of the Renewal Date and as

of the end of the Renewal Term.

Secrion 123, Right of First Refusal. In the event that the Lessor shall enter into an
agreement to sell the Facility to a third party at any tme within the two year period
following the expiration of the Lease Term or, if the Renewal Option is exercised, at any
time within the two year period following the expiration of the Renewal Term (a “Facility
Sale Agreement”), the Lessor, prior to consurnmating the Facility Sale Agreement shall firgt
offer in a written notice to the Lessee to sell the Facility to the Lessee (a “Sale Offer”) on the
same terms and conditions as are contained in the Facility Sale Agreement, Within 50 days
after the receipt by the Lessee of a Sale Offer, the Lessee shall notify the Lessor in writing if
it shall accept or reject the Sale Offer and if no such notice is received from the Lessee, the
Lessee shall be deemed to have rejected the Sale Offer. If the Sale Offer shall be rejected by
the Lessee, the Lessor may consummate the sale of the Facility in accordance with the
Facility Sale Agreement. If the Sale Offer is accepted by the Lessee, the Lessor and Lessee
shall consummate the sale of the Facility to the Lessee pursuant to the Sale Offer; provided,
that the period during which the sale shall be consummated may be extended if necessary for

the purpose of obtaining any required DPU approval.
ARTICLE XIIX
MISCELLANEQUS COVENANTS

Section 13.1. No Warranty of Condition or Suitability by the Lessor. The Lessor
makes no warranty, either expressed or implied, as to the condition of the Facility or that it
will be suitable for the Lessee’s purposes or needs,

Section 13.2.  Release and Indemnification Covenants with Respect to the Lessor. To
the extent permitted by Law, the Lessee will, at its expense, indemnify and save harmless the
Lessor and its directors, officers, employees and agents against and from any and all claims,
damages, demands, expenses, liabilities of every kind (other than the gross negligence or
willful, wrongful acts of the Lessor, its directors, officers, agents, servants, and employees)
asserted by or on behalf of any person, firm, corporation or Governmental Authority
arising out of, resulting from the condition, use, possession, conduct, management, planning,
design, acquisition, construction, installation, financing or ownership of the Facility. To the
extent permitted by Law, the Lessee will also, at its expense, indemnify and save harmless
the Lessor against and from all costs, counsel fees, expenses and liabilities incurred in any
action or proceeding brought by reason of any such claim or demand. If any proceeding is
brought against the Lessor by reason of any such claim or demand, the Lessee will, upon
notice from the Lessor, defend such proceeding on behalf of the Lessor. Notwithstanding
the foregoing, the Lessee shall not be obligated to indemnify the Lessor or any of its
directors, officers, employees or agents or hold any of them harmless against or from or in
respect of any claim, damage, demand, expense, liability or logs arising from the intentional
or willful misconduct or gross negligence of the Lessor or any of its directors, officers,
employees or agents. The Lessor shall not be liable for any settlement of any claim, suit,
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action or proceeding made without its consent (which consent shall not be unreasonably
withheld). This Section shall survive the termination or expiration of this Agreement for

any reason.

Section 13.3. Release and Indemnification Covenants with Respect to the Mortgage
Trustee. The Lessee will indemnify and hold harmiless the Mortgage Trustee, its officers,
agents, servants and employees against and from any and all claims, costs, damages,
demands, expenses and liabilities of every kind asserted by or on behalf of any person, firm,
corporation or Governmental Authority which may be asserted against the Mortgage Trustee
and for which the Mortgage Trustee may be Hable (other than the gross negligence or
willful, wrongful acts of the Mortgage Trustes, its officers, agents, servants, and employees)
in connection with, arising out of, or resulting from (a) the acceptance or administration of -
the Mortgage Indenture and (b) the condition, use, possession, conduct, management,
planning, design, acquisition, construction, installation, financing or ownership of the
Facility. The Lessee will also, at its expense, indemnify and save harmless the Mortgage
Trustee against and from all costs, counsel fees, expenses and liabilities incurred in any
action or proceeding brought by reason of any such claim or demand. The Mortgage
Trustee shall give prompt notice to the Lessee of any claim, suit, action, or proceeding (of
which it has knowledge) to which this indemnity relates and shall cooperate with the Lessee,
in the defense or settlement thereof; provided that the Lessee shall inform the Mortgage
Trustee as to the status of such defense or settlemnent on a regular basis. The Mertgage
Trustee shall not be liable for any settlement of any claim, suit, action or proceeding made
without its consent (which consent shall not be nnreasonably withheld). This Section shall
survive the termination or expiration of this Agreement for any reason.

Section 134. Release and Indemnification Covenants with Respect to the Trustee. The
Lessee will indemnify and hold harmless the Trustee, its officers, agents, servants and
emplayees against and from any and all claims, costs, damages, demands, expenses and
liabilities of every kind asserted by or on behalf of any person, firm, corporation or
Governmental Authority which may be asserted against the Trustee and for which the
Trustee may be liable (other than the gross negligence or willful, wrongful acts of the
Trustee, its officers, agents, servants, and employees) in connection with, arising out of, or
resulting from (a) the acceptance or administration of the Indenture and (b) the condition,
use, possession, conduct, management, planning, design, acquisition, construction,
installation, financing or ownership of the Facility. The Lessee will also, at its expense,
indemnify and save harmless the Trustee against and from all costs, counsel fees, expenses
and liabilities incurred in any action or proceeding brought by reason of any such claim or
demnand. The Trustee shall give prompt notice to the Lessee of any claim, suit, action, or
proceeding (of which it has knowledge) to which this indemnity relates and shall cooperate
with the Lessee, in the defense or settlement thereof; provided that the Lessee shall inform
the Trustee as to the status of such defense or settlement on a regular basis. The Trustee
shall not be liable for any settlement of any claim, suit, action or proceeding made without
its consent (which consent shall not be unreasonably withheld), This Section shall survive
the termination or expiration of this Agreement for any reason.
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Section 13.5.  Release and Indemnification Covenanes with Respect fo the lssuer. The
Lessee will indemnify and hold harmless the Issuer, its officers, agents, servants and
employees against and from any and all claims, costs, damages, demands, expenses and
""" f every kind asserted by or on behalf of any person, firm, corporation or
Governmental Authority which may be asserted against the Issuer and for which the Issuer
may be liable (other than the gross negligence or willful, wrongful acts of the Issuer, its
officers, agents, servants, and employees) in connection with, arising out of, or resulting
from the condition, use, possession, conduct, management, planning, design, acguisition,
construction, installation, financing or ownership of the Facility. The Lessee will also, at its
expense, indemnify and save harmless the Issuer against and from all costs, counsel fees,
expenses and Habilities incurred in any action or proceeding brought by reason of any such
claim or demand. The Issuer shall give prompt notice to the Lessee of any claim, suit,
action, or proceeding (of which it has knowledge) to which this indemnity relates and shall
cooperate with the Lessee, in the defense or settlernent thereof; provided that the Lessee shall
inform the Issuer as to the status of such defense or settlernent on a regular basis. The Issuer
shall not be liable for any settlement of any claim, suit, action or proceeding made without
its cansent (which consent shall not be unreasonably withheid). This Section shall survive
the termination or expiration of this Agreement for any reason.

Section 13.6.  Compensation and Expenses of the Mortgage Trustee. The Lessee shall
within 30 days of receipt of written notice thereof pay reasenable compensation to the
Mortgage Trustee and any paying agent and all other fiduciaries and agents serving under
the Mortgage Indenture for their services under or in connection with enforcement of the
Mortgage Indenture and this Agreement, and all reasonable actual out-of-pocket expenses
(including counsel fees) reasonably incurred by the Mortgage Trustee and any paying agent
in performing their duties thereunder or hereunder or the enforcement thereof or hereof,
The Lessee shall also pay all expenses (other than applicable taxes, fees, or other
governmental charges) incwrred in connection with exchanges, registrations, or registration
of transfers of Mortgage Bonds. This Section shall survive the termination or expiration of

this Agresment for any reason.

Section 13.7.  Expenses of the Lessor. The Lessee shall pay the reasonable out-of-
pocket expenses of the Lessor (including reasonable counsel fees) in connection with the
performance of the duties of the Lessor under the Lessor Documents, and the suthorization,
execution, delivery, and sale of the Mortgage Bonds, This Section shall survive the
termination or expiration of this Agreement for any reason.

Section 13.8.  Compensation and Expenses of the Trustee. The Lessee shall within
30 days of receipt of written notice thereof pay reasonable compensation ta the Trustee and
any paying agent and all other fiduciaries and agents serving under the Indenture for their
services under or in connection with enforcement of the Indenture, and all Teasonable actual
out-of-pocket expenses (including counsel fees) reasonably incurred by the Trustee and any
paying agent in performing their duties thereunder or the enforcement thereof. The Lesses
shall also pay all expenses (other than applicable taxes, fees, or other governmental charges)
incurred in connection with exchanges, registrations, or registration of transfers of Bonds,
This Section shall survive the terrnination or expiration of this Agreement for any reason.
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Section 11.9.  Expenses of the Issuer. The Lessee shall pay the reasonable out-of-
pocket expenses of the Issuer (including reasonable counsel fees) in connection with the
performance of the duties of the Issuer under the Indenture, and the authorization,
execution, delivery, and sale of the Bonds. This Section shall survive the termination or

expiration of this Agreement for any reason.

Section 13.10. Restrictions on Sale of the Facility by the Lessor. Except as
contemplated or permitted by the Lessor Documents, the Lessor agrees that it will not sell,
agsign, convey, mortgage, encumber, or otherwise dispose of any part of the Facility during

the Lease Term.

Section I3.11.  Third Party Engineer Dispute Resolution, I the Lessee and the
Independent Enpineer are in dispute in respect of a test, notice, plan, report, certificate or
budget, determination or other matter required to be confirmed, certified, approved, given
or made by the Independent Engineer under this Agreement or any other Facility Document
and they are unable to resolve the dispute within seven days of issuance by the Independent
Engineer of a written notice to the Lessee (with a copy 10 the Mortgage Trustee and the
Trustee) expressing its disagreement with such test, notice, plan, repont, certificate, budget,
determination or other matter, a single independent engineer (the “Third Party Engineer”)
shall be designated to consider and decide the issues raised by such dispute. The Lessee shall
designate the Third Party Engineer not later than the third day following the expiration of
the seven day period described above and such designation shall become effective in thice
days anless the Mortgage Trustee gives notice of its disagreement with such selection within
such three day peried. Within three days of the designation of a Third Party Engineer, cach
of the Lessee and the Independent Engineer shall submit to the Third Party Engineer a notice
setting forth in detail such Person’s position in respect of the issues in dispute. Such notice

shall include supporting documentation, if appropriate.

The Third Party Engineer shall complete all proceedings and issue his decision with
regard to the issues in dispute as promptly as reasonably possible, but in any event within ten
days of the date on which he is designated as Third Party Engineer, unless the Third Party
Engincer reasonably determines that additional time is required in order to give adequate
consideration to the issues raised. In such case, the Third Party Engineer shall state in
writing his reasons for believing that additional time is needed and shall specify the
additional period required, which such period shall not exceed 10 days without the Lessee’s

agreement.

If the Third Party Engincer determincs that the concems set forth in the Independent
Engineer’s notice are valid, he shall so state and shall state the corrective actions to be taken
by the Lessee. In such case, the Lessee shall promptly take such actions. The Lessee shall
thereafter bear all costs which may arise from actions taken pursuant to the Third Party
Engineer’s decision. If the Third Party Engincer determines that the concerns set forth in
the Independent Engineer’s notice are not valid, he shall so state and shall state the
appropriate actions to be taken by the Lessee. In such case, the Lessee shall take such actions
and for purposes of the Indenture and this Agreement, the Independent Engineer shall be
deemed to have approved, confirmed, concurred in or consented to the test, notice, plan,
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report, certificate, budget, determination or other matter in dispute. The decision of the
Third Party Engineer shall be final and non-appealable. The Lessee shall bear all reasonable
costs incurred by the Third Party Engineer in connection with this dispute resolution

mechanism,

Section 13.12.  Performance of Independent Engineer. References herein and in the

‘Mnrtgagc Tndenture to the performance of actions by the Independent Engineer, when

modified by the phrase “which shall not be unreasonably withheld or delayed” or similar
language shall require the Independent Engineer to render its written decision with respect
to the test, plan, report, certificate, consent, budget, determination or other matter within
10 Business Days after receipt of written notice from the Lessee. In the event the
Independent Engineer fails to act after 10 Business Days (or such lenger period as the
Independent Engineer may reasonably request (which additional period shall in no event
exceed 30 days)), the Lessee may immediately invoke Third Party Engineer Dispute

Resolution,

Section 13.13.  Resignation or Removal of Engineers. The Independent Engineer or
Third Party Engineer may at any time resngn and be discharged of the duties created by this
Agreement and the Mortgage Indenture by giving not less than 90 days’ written notice to the
Mortgage Trostee, the Trustee and the Lessee. The Lessee may remove the Independent
Engineer in the event that the Independent Engineer breaches any of the duties imposed on it
under this Agreement, the Mortgage Indenture or such agreement as may at the time be in
effect between the Lessee and the Independent Engineer pursuant to which the Independent
Engineer has undestaken to act in such capacity by giving not less than 30 days’ notice to the
Independent Engineer, the Mortgage Trustee and the Trustee. Any such notice shall specify
the date when such resignation or removal shall take effect. Such resignation or removal
shall take effect upon the date specified in such notice unless previousty an Eligible Successor
shall be appointed by the Trustee, the Mortgage Trustee and the Lessee, in which event such
resignation or removal shall take effect immediately upon the appointment and acceptance of
such Eligible Successor; provided, however, that no such resignation or removal may take
effect until an Eligible Successor has been so appointed and has accepted. Upon the receipt
of any such notice of resignation or removal, the Trustee, the Mortgage Trustee and the

Lessee shall promptly appoint an Eligible Successor.

Section 13.14.  Assignment,; Successors and Assigns. This Agreement may be assigned
in whole or in part by the Lessee; provided, however, that in the event of any assignment,
the Lessee shall continue to remain primarily liable for the payments spccified in
Sections 4.3, 13.2, 13.3, 13.4, 13.5, 13.6, 13.7, 13.8 and 13.9 hereof and for performance
and observance of the other agreements and covenants on its part herein provided. The
Lessor may not assign its rights hereunder except as provided in the Mortgage Indenture and
the Indenture, unless it receives a Favorable Opinion of Bond Counsel and the prior written
consent of a Lessee Representative. This Agreement and all covenants, promises and
agreements made by or on behalf of the Lessor or the Lessee herein shall inure to the benefit
of, and shall be binding upon the Lessor, the Lessee and their respective successors and

assigns.
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ARTICLE XIV
AMENDMENTS

Section I4.1.  Amendment Consent of Holders of Mortgage Bonds, without Consent of
Holders of Mortgage Bonds. (a) This Agreement and the rights and obligations of the
Lessor and the Lessee herevnder may be amended by an amendment hereof in writing which
has been executed by the Lessor and the Lessee which shall become binding when the
Mortgage Trustee has consented to the amendment, if required by Section 14,2, and, except
as provided helow, the Mortgage Trustee shall have received the written consents of (i) the
holders of at least 66-2/3% in aggregate principal amount of the Mortgage Bonds then
Outstanding, or (it} in case less than all of the several series of Mortgage Bonds then
Qutstanding are affected by the amendment, the holders of at least 66-2/3% in aggregate
principal amount of the Mortgape Bonds then Outstanding of each series so affected,
exclusive of Mortgage Bonds disqualified as provided in Section 9.02 of the Mortgage
Indenture, and upon delivery to the Morigage Trustee of a Favorable Opinion of Bond
Counsel; provided, however, that if such amendment will, by its terms, not take effect so
long as any Mortgage Bonds of any specified series remain Outstanding, the consent of such
holders shall not be required and such Mortgage Bonds shall not be deemed to be
Outstanding for the purpose of any caleulation of Outstanding Mortgage Bonds under this
Section. No such amendment shall (1) change (except as otherwise provided herein) either
the amount of or dates of payment of Fixed.Basic Rent, or (2) reduce the obligations of the
Lessee hereunder if any such reduction shall have a Material Adverse Effect.
Notwithstanding the foregoing, this Agreement and the rights and obligations of the Lessor
and the Lessee may be amended in accordance with the terms of this Agreement for any
reason at any time by an amendment hereof when the Trustee shall have received (x) the
written consents of the holders of 100% in aggregate principal amount of each series of the
Mortgage Bonds then Outstanding and so affected by the amendment, and (y) 2 Favorable

Opinion of Bond Counsel.

(b) The Lessor and the Lessee may enter into written amendments to this
Agreement which shall become binding upon execution without the written consent of any
holders of Mortgage Bonds only after receipt of a Favorable Opinion of Bond Counsel, as

follows:

(1)  in the event that Outstanding Mortgage Bonds shall be redeemed by the
Lessor pursuant to Scction 4.07(a) of the Mortgage Indenture for the purpose of
obtaining a Bond Rating Reaffirmation pursuant to Section 7.1(1) hercof with the
result that (x) the aggregate amount of Debt Service for the remaining Lease Term
shall be reduced (the aggregate amount of the reduction being the “Section 7.1(1)
Redemption Debt Service Reduction”) and (y) the Fixed Basic Rent for Debt Service
set forth on Schedule I shall be amended pursuant to Section 4.3(b) hereof to reflect
the change in Debt Service, the Lessor and the Lessee may concurrently with, or at
any time within the one-year period following the date of such redemption, enter into
a written amendment to reduce future Fixed Basic Rent set forth in Schedule III in a
net aggregate amount up to but not in excess of the Section 7.1(1) Redemption Debt
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Service Reduction, provided that after giving effect to such amendment (1) the Fixed
Basic Rent payable on each Basic Rent Payment Date thereafter shall not be less than
the amended Fixed Basic Rent for Debt Service payable on such Basic Rent Payment
Date, and (1) the Additional Fixed Basic Rent shall be smended on such Schedule ITT
so that the amount payable on each such Basic Rent Payment Date shall equal the
amount, if any, by which the amended Fixed Basic Rent payable on such date exceeds
the amended Fixed Basic Rent for Debt Service payable on such date; provided
further, that the aforesaid amendment may be entered into withouat the consent of any
holders of Mortgage Bonds only if the foliowing conditions shall be fulfilled:

(A)  the Lessor shall certify in an Officer’s Certificate to the Mortgage
Trustee that, after giving effect to the amendment (1) the minimum Projected
Debt Service Coverage Ratio for any full Fiscal Year during the remaining term
of the Mortgage Bonds Outstanding will equal or exceed 1.20 to 1.00, and
(2) the average of the Projected Debt Service Coverage Ratio for each of the
full Fiscal Years during the remaining term of the Mortgage Bonds then
Cutstanding will equal or exceed 1.50 to 1.00:

(B) the Lessee shall certify in an Officer’s Certificate to the Mortgage
Trustee that after giving effect to the amendment, the Coverage Ratio of the
Lessee shall be not less than 1.50 to 1.00; and :

(C) the Independent Engineer shall deliver a certificate to the Mortgage

. Trustee in which the Independent Engineer confirms the calculations contained

in the Officer’s Certificate of the Lessor delivered pursuant to snbpuaragraph

(i)(A) above and confirms the calculations contained in the Officer’s Certificate
of the Lessee delivered pursuant to subparagraph (1)(B) above.

(ify in the event that Refunding Bonds shall be issued pursuant to
Section 2.04(d) of the Mortgage Indenture with the result that (x) the aggregate
amount of Debt Service for the remaining Lease Term shall be reduced pursnant fo
Section 2.04(d)(@) of the Mortgage Indenture (the aggregate amount of the reduction
being the “Refunding Debt Service Reduction™) and (y) the Fixed Basic Rent for Debt
Service set forth on Schedule IIT shall be amended pursuant to Section 4.3(b) hereof
to reflect the change in Debt Service, the Lessor and the Lessee may concurrently
with, or at any time within the one-year period following the date of issuance of such
Refunding Bonds, enter into a written amendment to reduce future Fixed Basic Rent
set forth on Schedule IIT in a net aggregate amount up to but not in excess of the
Refunding Debt Service Reduction, provided that after giving effect to such
amendment (I) the Fixed Basic Rent payable on each Basic Rent Payment Date
thereafter shall not be less than the amended Fixed Basic Rent for Debt Service
payable on such Basic Rent Payment Date, and (II) the Additional Fixed Basic Rent
shall be amended on such Schedule III so that the amount payable on each such Basic
Rent Payment Date shall equal the amount, if any, by which the amended Fixed Basic
Rent payable on such date exceeds the amended Fixed Basic Rent for Debt Service
payable on such date; provided further, that the aforesaid amendment may be entered

-64- Facility Lease Agreement

Willamette Management Associates
)



Joe AL Conner, Esq.
June 29, 2012

Page 86

into without the consent of any holders of Mortgage Bonds only if the following
conditions shall be fulfilled:

(A) the Lessor shall certify in an Officer’s Certificate to the Mortgage
Trustee that, after giving effect to the amendment (1) the minirmnum Projected
Debt Service Coverage Ratio for any full Fiscal Year during the remaining term
of the Mortgage Bonds Cutstanding will equal or exceed 1,20 to 1.00, and
(2) the average of the Projected Debt Service Coverage Ratio for each of the
full Fiscal Years during the remaining term of the Mortgage Bonds then
Cutstanding will equal or exceed 1.50 10 1.00;

(B) the Lessee shall cerdfy in an Officer’s Certificate to the Mortgage
Trustee that (1) after giving effect to the amendment and (2) if the Lesses
determines that it shall request from the DPU a decrease in rates to be charged
by the Lessee to the Facility Ratepayers as a result of issuance of such Refunding
Bonds, after giving effect to the Final DPU Rate Order approving any such
decrease in rates, the Coverage Ratio of the Lessee shall be not less than 1.50 1o

1.00; and

(C)  the Independent Engineer shall deliver a certificate to the Mortgage
Trustee in which the Independent Engineer confinms the caleulations contained
in the Officer’s Certificate of the Lessor delivered pursuant to subparagraph
@1i}{A) above and confirms the calculations contained in the Officer’s Certificate
of the Lessee delivered pursuant to subparagraph (11)(B) above. :

(iii)  in the event that Outstanding Mortgage Bonds shall be redeemed by the
Lessor pursuant to a Capital Replacement Fund Redemption under Section 4.07(c) of
the Mortgage Indenture with the result that (x) the aggregate amount of Debt Service
for the remaining Lease Term shall be reduced (the aggregate amount of the reduction
being the “Capital Replacement Fund Redemption Debt Service Reduction”) and
{y) the Fixed Basic Rent for Debt Service set forth on Schedule [1T shall be amended
pursuant to Section 4.3(b) hereof to reflect the change in Debt Service, the Lessor and
the Lessce may concurrently with, or at any time within the one-year period following
the date of such redemption, enter into a written amendment to reduce future Fixed
Basic Rent set forth in Schedule I1I in a net aggregate amount up to but not in excess
of the Capital Replacement Fund Redemption Debt Service Reduction, provided that
after giving effect to such amendment (I} the Fixed Basic Rent payable on each Basic
Rent Payment Date thereafter shall not be less than the amended Fixed Basic Rent for
Debt Service payable on such Basic Rent Payment Date, and (IT) the Additional Fixed
Basic Rent shall be amended on such Schedule III so that the amount payable on each
such Basic Rent Payment Date shall equal the amount, if any, by which the amended
Fixed Basic Rent payable on such date exceeds the amended Fixed Basic Rent for Debt
Service payable on such date; provided further, that the aforesaid amendment may be
entered into without the consent of any holders of Mortgage Bonds only if the

following conditions shall be fulfilled:
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(A) the Lessor shall certify in an Officer’s Certificate to the Mortgage
Trustee that, after giving effect to the amendment (1) the minimum Projected
Debt Service Coverage Ratio for any full Fiscal Year during the remaining term
of the Mortgage Bonds Outstanding will equal or exceed 1.20 1o 1.00, and
(2) the average of the Projected Debt Service Coverage Ratio for each of the
full Fisecal Years during the remaining term of the Mortgage Bonds then
Cutstanding will equal or exceed 1.530 10 1.00;

(B) the Lessee shall certify in an Officer’s Certificate o the Mortgage
Trustee that alter giving cffect to the amendment, the Coverage Ratio of the
Lessee shall be not less than 1.50 to 1.00; and

(C)  the Independent Engincer shall deliver a certificate to the Mortgage
Trustee in which the Independent Engineer confirms the calculations contained
in the Officer’s Certificate of the Lessor delivered pursuant to subparagraph
(1)(A) above and confirms the calculations contained in the Officer’s Certificate
of the Lessee delivered pursuant to subparagraph (1)(B) above.

@(v) The Lessee and Lessor may also enter into a written amendment for any

one or more of the following purposes and any requirement hereinafter set forth that
there shall not be a Material Adverse Effect shall be confirmed by the Independent

Engineer:

(A) to add to the conditions, covenants and terms contained herein
required to be observed or performed by the Lessor or the Lessee, other
conditions, covenants and terms thereafter to be cbserved or performed by the
Lessor or the Lessee, or to surrender any right reserved herein to or conferred
herein on the Lessor or the Lessee, and which in either case shall not have a

Material Adverse Effect;

(B)  to make such provisions for the purpose of curing any ambiguity or
of correcting, curing or amending any defective provision contained hersin or
in regard to questions arising hereunder which the Lessor or the Lessee may
deem desirable or necessary, and which shall not have a Material Adverse

Effect;

(C)  to make any other change that does not have a Material Adverse
Effect;

(D)  in connection with the issuance of Additional Mortgage Bands;

(E)  to make changes required by Standard & Poor’s or Moody's or any
other nationally recognized securities rating agency as a condition to the Bond
Rating Reaffirmation or the issuance or maintenance of any other rating on
Bonds of any series by any such Rating Agency, provided that any such changes
do not have a Material Adverse Effect: or
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(F) to extend the Lease Term as provided in Article X1IL

Section 142.  Consent by Mortguge Trustee to Amendments. The consent of the
Mortgage Trustee to any amendment or supplement to this Agreement authorized by this
Article shall not be required unless the amendment adversely affects the rights, duties,
liabilities or immunities of the Mortgage Trustee.

ARTICLE XV
MISCELLANEQOUS

Section 15.1. Notices. All notices or other commanications hereunder shail be
sufficiently given and shall be deemed given when delivered or mailed as provided in the

Mortgage Indenture.

Section 15.2. Binding Effect. This Agreement shall inure to the benefit of and shall
be binding upon the Lessor, the Lessee and their respective successors and assigns, subject,
however, o the limitatdons contained in Section 13.14,

Section 15.3.  Severability. If any provision of this Agreement shall be determined to
be unenforceable at any time, that shall not affect any other provision of this Agreement or

the enforceability of that provision at any other time.

Section 154. Amendments. After the issuance of the Series 1995 Bonds, this
Agreement may not be effectively amended or terminated except in accordance with the

provisions hereof.

Section 155, Right of Lessee to Ferform Lessor's Agreements. The Lessor
irrevocably anthorizes and empowers the Lessee to performn in the name and on behalf of the
Lesgor any agreement made by the Lessor in this Agresment or in the Maortgage Indenture
which the Lessor fails to perform in a timely fashion, after prior written notice to the
Lessor, if the continuance of such fatlure could result in an Event of Default under the
Mortgage Indenture. This Section will not require the Lessee to perform any agreement of
the Lessor. No such performance or advance shall operate 1o release the Lessor from any
such failure and any sums so advanced by the Lessee shall constitute an obligation of the
Lessor to the Lessee, shall, to the extent permitted by Law, be repayable by the Lessor on
demand and shall bear interest at the rate of 1% per annum over the prime rate of the
Mortgage Trustee, to the extent permitted by Law. The Lessee may not set-off, abate or
reduce any such obligation of the Lessor to the Lessee against amounts owed by the Lessee

hereunder.

Section 15.6. Right of Lessor to Perform Lessee’s Agreements. In the event the
Lessee shall fail to (a) pay any tax, charge, assessment or imposition pursuant hereto,
(b) remove any lien, encumbrance or charge pursuant hereto, (¢) maintain the Facility in
repair pursuant hereto, (d) procure the insurance required hereby, in the manuer herein
described or {e) fail to make any other payment or perform any other act required to be
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performed hereunder, and the Lessee is not contesting the sarne, then and in each such case
the Lessor may (but shall not be obligated to) remedy such failure for the account of the
Lessee and make advances for that purpose. No such performance or advance shall operate
to release the Lessee from any such failure and any sums so advanced by the Lessor shall be
added to the indebtedness secured by the Mortgage Indenture, shall be repayable by the
Lessee on demand and shall bear interest at the rate of 1% per annum over the prime rate of
the Mortgage Trustee if advanced by the Lessor. The Lessor shall have the right of entry on
the PFacility Site or any portion thereof in order to effectuate the purposes of this
Section 15.6, subject to the permission of a court of competent jurisdiction, if required by

Law.

Section 15.7.  Applicable Low. This Agreement shall be governed by and construed in
accordance with the laws of the Commonwealth,

Section 15.8.  Captions; References to Sections. The captions in this Agreement are
for convenience only and do not define or limit the scope or intent of any provisions or
Sections of this Agreement. References to Articles and Sections are to the Articles and

Sections of this Agreement, unless the context otherwise requires.

Section 15.9. Complete Agreement. This Agreement represents the entire agreement
between the Lessor and the Lessee with respect to its subject matier.

Section 15.10. Acknowledgment of Assignment. The Lessee hereby acknowledges that
the Lessor is assigning its rights under this Agreement to the Mortgage Trustee pursuant to
the provisions of the Mortgage Indenture.

Section 15.11.  Counterparts. This Agreement may be signed in scveral counterparts.
Each will be an original, but all of them together constitute the same instrument.

Section 15.12.  Recording of Agreement. Notice of this Agrcement and every
modification and assignment hereof shall be recorded in the Office of the Register of Deeds

for Plymouth County, Massachusetts, or in such other office as may be at the time by Law as
the proper place for such recording.
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1IN WITNESS WHEREOF, the Lessor and the Lessee have caused this Agreement o be
signed in their behalf by their duly authorized representatives as of the date first written
abave,

MASSACHUSETTS CAPITAL RESOURCES
COMPANY

Its President ‘ \

)

Pyt

{ i

Atlest

t{gigf} z‘ﬁ;ﬁ& 1

Its Trezgurer !

MASSACHUSETTS-AMERICAN WATER
COMPANY

By, :
its ?f{;ﬁiéﬁm

PR
,@

: /
Altest: ’

g
icF {%ﬁéﬁw

Tts Treasurer
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COMMONWEALTH OF MASSACHUSETTS )
' )58

COUNTY OF PLYMOUTH )

Peysonally appeared before me, the undersigned authority o and for the jurisdiction
aforggaid, the within named sl A Z (2 f . who acknowledged to me that e isthe
. M{fmé;;;wgimwwwwww, af Massachusents C mzmi Resouvrces Company, a Delaware
corporation (the “Lessor™), and that for and on hehalf of said corporation and as its act and
deed, he signed and delivered the fotegoing jnstrument on the /O day af August, 1995, he

having been first duly authorized so to do by said Lessor.

day of August, 1995,

WITNESS MY HAND AND OFFICIAL SEAL, this the /

/;;37& ,«%ﬁﬁ a;’ 5 e V/.
N AY RNV
Notary Public

Corptssy £ IARIC deaip

[SEAL]
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COMMONWEALTH OF MASSACHUSETTS )
) S5

COUNTY OF PLYMOUTH J

Persozwﬂy afz;:mm} 1}@:%}& o, iz sndersipned authority in and for the judsdiction
i ] 7. who acknowledged to me that he is the
c;f %’ia@sammmﬁ»émﬁmm Water Company, & Massachusetts
coz*petzr;maa {i%zs; “Lexser™), and that for and on behalf of the Lessee and, gs its act and deed,
he signed and deliversd the above and foregoing instrument on the day of August,
1994, he having been first duly authorized so to do by the Lessee,

o
day of August, 1805,

WITNESS MY HAND AND OFFICIAL SBAL, this the

{ %@a&; Kﬂ LR )
Notary Public
M/‘/ Corpnisiod ST F3RA Doy

[SEAL]

271 Facility Lease Agreement

Willamette Management Associates



Joe A, Conner, Esq.
Fune 29, 2012
Page 93

EXHIBIT A

DESCRIPTION OF WATER TREATMENT PLANT

The potable water filtration plant in a building of approximately 34,000 square feet,
together with appurtenances thereto, constructed on the Facility Site (described in Exhibit B)
to service the customers of Massachusetts-American Water Company in the Massachusetts
municipalities of Hingham, Hull, Norwell and Cohasset, having the capability of producing
7.0 MGD for sale to such customers and having the following features: (i) granular
activated carbon to remove chemicals, (ii) four large filters for the removal of solids, (iii) a
superpulsator for clarification of the water supply, (iv) tanks for disinfecting the water by
means of liquid sodium hypochlorite, (v) two centrifuges for processing of residuals from
the treatment process and (vi) a clearwell of approximately 10,000 square feet for storage
and digtribution of treated water.

Willamette Management Associates



Joe AL Conner, Esq.
June 29, 2012
Page 94

EXHIBIT B
DESCRIPTION OF FACILITY SITE

LEGAL DESCRIFTION

PARCEL I: A parcel of land in Hingham, Plymouth County,
Massachusetis, situatsd on the Basterly side of Main Street,

Beginning at a stone bound, at the Northwest corner of the
described parcel, in the Easterly sideline of Main Street, sadd
stone bound lies North 2°-287-33" West, a distance of 375.32 feet
from an angle point in gaid sideline.

Thence, North 86°-327-57" Rast, by land of Hingham Watex
Company, 571.28 feet to a point.

Thenae, North §3°-417-259 Rast, by land of Hingham Watex
Company, 769.18 feet to a point.

Thence, South 8°-527-42" East, by land of Hingham Water

Company and by land of M., J. Hall Realty Trust, 1487.87 feet to a

stone bound in the Northerly sideline of Huntley Road.

Thence, South 84°-417~48" West, along said Northerly
sideline of Huntley Road, the Northerly end of Hope Road and by
land of Theodore and Cecille D. Paquette, 578.43 feet to a stone

bound.

Thence, South 85°-08’~42" West, by land of House of Praver
Lutheran Church, Inc., 714.23 feet to a point in the Easterly
sideline of Main Stroet.

Thence, Noxrth 21°-00/-43" West, along said Easterly sideline
of Main Street, 138.88 feet to a point.

Thence, Horth 11°-153’-58" West, along said Easterly sideline
of Main Street, 180.65 feet to a point.

Thence, North 47°-48’-11Y East, zlong said Easterly sideline
of Main Street, 18.83 feet to a point.

Thence, North 33°-05/-39" West, along said Easterly sideline
of Main Street, 92.69 feet to a point.
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A

Thence, North 11°-387-439Y West, along said Easterly sideline
of Main Street, 130.28 fest bto a point.

Thenoe, North 7°-487-289" West, along said Easterly sideline
of Main Street, 282.40 feat to a point.

Thence, North 15°-317-29" West, along sald Easterly sideline
of Main Street, 236.32 feer tn a poinhk.
10°-177-08" West, along said Eagterly sideline

Thence, North
of Main Street, 58.89 faet to a point.

Thence, HNorth 2°-28'-39" West, along said Basterly sideline
of Mdain Straek, 375.32 fzet to a stone bound and point of
beginning.

or

The above-described parcel contains 2,008,133 sq. ft,
46.10 Roras.

The above-described parcel is shown on a plan entitled "Plan of
Land in Hingham, Massachusetts, Prepared for Metcalf &

Eddy, Inc,,? dated August 2, 1%85, by Perkins Engineering, Inc.,
Rockland, Massachusetts, to be recorded contemporaneously
herewith with the Plymouth County Registry of Deeds {(the 71985

Plan?).

PARCEL II: The non-exclusive perpetual right and easenent,
appurtenant to Parcel 1 described above, over, through, in and
under the nomipally fifty £oot wide "Permanent Access and Utility
Easement Area” shown on the Easement Plan (defined below) Lo be
used for all purposes for which ways are commonly used in the
Town of Hingham in connection with the construction of
improvements and use of Parcel I for water treatments purposas
and for other related purposes described in Chapter 139 of the
Acts of 1879 as the same has been or may be amended from time to
time, and te be used to locate, construct, install, use, operate,
maintain, inspect, repalr, replace and relocate underground
electric, telephone, gas, sewer, water, cable television, fire
alarm and other utilities and all necessary conduits, fittings,
and appurtenances related thereto, as created by and set forth
in, that certailo Basement Agreement dated August 4, 1994 between
Massachusetts-American Water Company and House of Prayer Lutheran
Church, Inc., recorded in Book 13068, Page 170. The Easement
Flan is that certain plan entitled "Easement Plan, 918 Main
Street, Hingham, Massachusetts"” dated August 4, 1994 by Perkins
Engineering, iInc. and recorded as Plan No. 543 of 18%4 and
recorded with said Easement Agreement. Saild ezsement i3 also
shown on the 1895 Plan as "Water Company Access and Utility
Easement. See Book 10368, Page 1707,
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SCHEDULE 111

BASIC RENT PAYMENTS
FIXED BASIC RENT

Monthly Fixed Basic Rent equals the sum of the following:

(a} Monthly Fixed Basic Rent - Debt Service Portion which equals $232,100,

plus
(b)  Monthly Fixed Basic Rent - Non-Debt Service Portion which equals
$17,900.
PERCENTAGE RENT

Percentage Rent for any month equals (i) the Base Percentage Rent, as defined below,
for such month, minus (i) the Adjustment Facter, provided if the Adjustment Facter causes
the monthly Percentage Rent to fall below 20% of monthly Fixed Basic Rent, the Adjustment
Factor for such month shall be reduced (but not below zero) to provide monthly Percentage

Rent to equal 20% of monthly Fixed Basic Rent.

The Base Percentage Rent for any month is the product of (a) “Percentage Rent Rate”
from the following table for the respective year and (b) the number of millian gallons of
water treated by the Facility which exceed 30 million gallons in such month The Base

Percentage Rent must always be a positive number.

PERCENTAGE PERCENTAGE PERCENTAGE

YEAR RENTRATE YHAR RENT RATE YEAR RENT RATE
1996 . $651.12 2010 $1,127.53 2024 $1,952.52
1997 $677.16 2011 $1,172.63 2025 $2,030.62
1998 $704.25 2012 $1,219.54 2026 $2,111.84
1959 $732.42 2013 $1,268.32 2027 $2,196.31
2000 $761.72 2014 $1,319.05 2028 $2,284.17
2001 $792.19 2015 $1,371.81 2029 $2,375.53
2002 $823.87 2016 $1,426.68 2030 $2.,470.56
2003 $856.83 2017 $1,483.75 2031 $2,569.38
2004 $891.10 2018 $1,543.10 2032 $2,672.15
2005 $926.75 2019 $1,604.83 2033 $2,779.04
2006 $963.82 2020 $1,669.02 2034 $2,890.20
2067 $1,002.37 2021 $1,735.78 2035 $3,005.81
2008 $1,042.46 2022 51,805.21

2009 31,084.16 2023 $1,877.42
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The Adjustment Factor:

For the period 1996 through 1998, equals O

For the period 1999 through 2003, equals the total Base Percentage Rent calculated
for the period 1996 through 1998 less $1,443,000, divided by 60.

For the period 2004 through 2008, equals the total Base Percentage Reat calculated
for the period 1999 throngh 2003 less $3,397,000, divided by 60.

For the period 2009 through 2013, equals the total Base Percentage Rent calculated
for the period 2004 through 2008 less 34,210,000, divided by 60.

For the period 2014 through 2018, eguals the total Base Percentage Rent calculated
for the period 2009 through 2013 less $5,217,000, divided by 60.

For the period 2019 thmugh 2023, equals the total Base Percentage Rent calculated
for the period 2014 through 2018 less $6,464,000, divided by 60,

For the period 2024 through 2028, equals the total Base Percentage Rent calculated
for the period 2019 through 2023 less $8,009,000, divided by 60.

For the period 2029 through 2033, equals the total Base Percentage Rent calculated
for the period 2024 through 2028 less $9,922,000, divided by 60.

For the period 2034 through 2035, cquals the total Base Percentage Rent calculated
for the period 2029 through 2033 less $12,291,000, divided by 60.

-2
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SCHEDULE I

[LESSEE AND LESSOR APPROVALS
Part A - Already Obtained

L TOowHN OF HINGHAM

(1) Conservation Commissien Determination of Applicability under Wetlands
Protection By-Law, issued October 22, 1990, as amended July 16, 1991, to

cover redesign/relocation of Facility,
(2)  Zoning Board of Appeals Special Permits (4) under the Zoning By-Law, issuned

October 16, 1991, as extended, modified and/or otherwise affected by Board of
Appeals Decisions dated September 1, 1993, Januvary 17, 1995 and June 19,

1995,

(3)  Building Permit No. 94-466 issued by Hingham Building Department, dated
September 29, 1994,

(4) Board of Health Disposal Works Permit, issued July 11, 1991, as amended to
cover redesign/relocation of Facility,

Il. COMMONWEALTH OF MASSACHUSETTS

(1)  Executive Office of Environmental Affairs MEPA Certification issued
October 31, 1991, as amended to caver redesign/relccation of Facility,

(2)  Department of Environmental Protection:

(a) “Approval of Plans for Construction of New Water Treatment Plant,”
dated May 12, 1993.

(b)  Approval of Ground Lease, issued July 7, 1995,

(¢)  Consent Order issued April 29, 1993, as amended, requiring Facility to
be completed by June 29, 1996,

IO MISCELLANEOUS

(1) Massachusetts Historical Commission, Letter of Compliance issued June 29,
1994,

(2)  Massachusetts Division of Fish & wildlife, Negative Finding of Endangered
Species, issued July 29, 1961,
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PART B - EXPECTED

1. TOWN OF HINGHAM

{1y Fire Department Flammables/Fuel OGil Storage Permit (ngt available until
Facility is operational),

(2) Board of Appeals Approval of Evacuation Plan (pending: not required until
Facility is operational),

(3) Building Department Certificate of Occupancy (not available until construction
of Facility is completed).

(4) Extension of Board of Appeals Special Permit No.2 (storage of
toxic/hazardous chemicals), granted September 1, 1993 and expiring in 2021,

II. COMMONWEALTH OF MASSACHUSETTS

(1) Department of Environmental Protection final approval (not available until
Facility is capable of Certification).

I-2
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SCHEDULE IT
GTHER GOVERNMENTAL APPROVALS
Massachusetfs Department of Public Utilities ("DPU), Advisory Rulings issued on May 3,

1995, authorizing praject financing of the Facility to proceed without further DPU
Proceadings.

@
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Thirty South Seventeenth Street Teleshone 215 575 5040
Philadeiphia, PA 191034094

Price Waterhouse Lr.p

June 5, 1995

Mr. Roger P. Frye

Seeretary-Tressurer
Massachusetts-American Water Compsny
75 Sgt. Wiiliam B. Terry Drive

Hingham, Massachuseits 02043-1548

Dear Mr. Frye:

You have requested that we provide you with an overview of the technical accounting
guidance related to certain aspects of the propesed sale-leaseback of the partially
constructed water treatment plant located in Hingham, Massachusetts. The proposed
transaction is expected to take place between Massachusetts-American Water Company
(Mass-Am), as the seller/lessee, and Massachusetts Capital Resources Company (MCRC),
a special purpose corporation, as the buyer/lessor. Both Mass-Am and MCRC are wholly-
owned subsidiaries of Ameriean Water Works Corporntion, Ine. Specifically, you have
requested that we address the following two questions:

1. Can Mass-Am sccount for the lease agreement as an operuting lease if a purchase
option is included in the facility lesse agreement between Mass-Am and MCRC?

2. Can agreed-upon rentsl renewal provisions be included in the facility lease
sgreement without impairing Mass-Am's ability 10 account for the transaction as
an operating lease under the requirements of accounting for sale-leaseback

transactions?

Mass-Am's objectives in the proposed transaction include removing the water treatment
plant from its rate base and balance sheet to reduce the impact of the new [acility on
customer rates. The proposed sale-lesseback will allow Mass-Am to meet this objective
by allowing the Company to account for the lease with MCRC as an opereting lease.

Purchase Ontion

Question 1: Can Mass-Am account for the lease agrecment as an eperating
lease if a purchase opticn is included in the facility lease agreement between
Mass-Am and MCRC?

{to Pacility Lease Agrecment)
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The primary accounting guidance related to the proposed transaction is Statement of
Financial Accounting Standsrds No. 98 (SFAS 98), Accounting for Lenses. SFAS 98
defines sale-leaseback accounting as a method in which the seller-lessee records the
sale, removes sll property and relsted labilities from its balance sheet, recognizes gain or
loss from the sale in accordence with Statement of Finaneial Accounting Standards No.
13 (SFAS 13), Accounting for Leases, end classifies the leaseback in sccondance with
SFAS 13. SFAS 98 specifically "addresses sale-leaseback transactions in which the
seller-lessee sells property improvements or integral equipment to a buyer-lessor and
leases them bsck while retaining the underlying land." This guidance is directly
applicable to the proposed transaction between Mass-Am and MCRC.

Sale-lesseback accounting can be used by a seller-lessee only if a sale-leaseback
includes all of the following:

1. A normal leasehack,

2. Payment terms and provisions that adequately demonstrate the buyer-lessor's
initial and continuing investment in the property, and

3. Payment'terms and provisions that transfer al] of the other risks and rewards of
ownership ss demonstrated by the absence of any other continuing involvement
by the seller-lessee.

The question you have asked us 1o address is related to Iiems 1 and 3 above. The
requirements for a normal leaseback include the active use of the property by the seller-
lessee in consideration for psyment of rent, including contingent rentals that are hased
on the future operations of the seller-lessee, and excludes other continuing involvement
provisions or conditions. The phrase "active use of the property by the seller-lesses”
refers to the use of the property during the lease term in the seller-lessee's trade or
business, provided that subleasing of the leassed back property is minor.

Any type of continuing involvement, other than "active use of the property” by Mass-Am,
is strietly prohibited by SFAS 98. Mass-Am's operation of the facility under the terms of
the facility lease agreement is the only type of acceptable continuing involvement under
the requirements of SFAS 98. Purchase options, including fair value purchase options,
are specifically identified as a prohibited form of continuing invelvement in sale-

leaseback aceounting. In particular, paragraph 11 of SFAS 03 states:

11. Paragraphs 25-39 and 41-43 of Statement 66 describe forms of continuing
involvement by the seller-lessee not transferring the risks or rewards of
ownership to the buyer-lessor. Two examples of continuing involvement
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specified in these paragraphs that are frequently found in sale-leasaback
transactions are provisions or conditions in which:

The seller-lessee has an obligation or an option to repurchase the property or
the buyer-lessor can compel the seller-lessee to repurchase the property.

b. The seller-lessee guarantees the buyer-lessor's invesunent or & return on that
investment for s limited or extended period of time.

The inclusion of a purchase option in the propesed transaction would require Mass-Am to
account for the transaction as 1 financing and to maintain the related asset and liability

on its balance sheet.

Hental Renewal Provisions

Question 2: Can agreed-upon rental renewal provisions be included in the
facility lease agreement without impairing Mass-Am's ability to account for the
trapsaction as an operafing lease under the requirements of accounting for
sale-leaseback transacticns?

While lease renewsl provisions sre considered part of a normal leaseback and SFAS 93
does not prohibit the use of rentsl renewal provisions within a sale-leaseback transaction,
the terms of any rental renewal provisions must be evaluated under the requirements of
SFAS 13. Specifically, pamgraph 7.c of SFAS 13 provides that, in order to obtain
operating lesse accounting treatment, the lease term must be less than 75 pervent of the
estimated econormic life of the leased property.

Section 4.2 of the Faeility Lease Agreement (the "Agreement”) between Mass-Am and
MCRC defines the lease term as 40 years and 6 months. However, for SFAS 13
purposes, the lease term must also consider all periods, if any, covered by bargain
renewal options, the existence of any penalties which makes renewal of the lease
reasonably assured, periods prior to a bargain purchase option becoming exercisable or
any periods representing renewals or extensions of the lease at the lessor's option . In
particular, the existence of any penalties to Mass-Am of not renewing the lease must be

considered.

SFAS 98 defines a penalty as "Any requirement that is imposed or can be imposed on the
lessee by the lease sgreement or by factors outside the lease agreement to disburse cash,
incur or assume a lisbility, perform services, surrender or transfer an asset or rights to an
asset or otherwise forega an economic benefit, or suffer an economic detriment,” Faclors
which indicate that & penalty exists in this case include the uniqueness of purpose of the
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fueility, the availsbility of comparable replacement property and the irmportance and
significance of the facility to Mass-Am's husiness and service to its customers.

Section 12.1 of the Agreement contains the following provision thet any renewal terms
entered into between the parties:

.. . be at least two years but not more than a term which when added to the Lease
Term equals 74% of the estimated useful life of the Facility determined as of the
Commencement Date by the Independent Engineer as set forth in a certificate
delivered to the Lessee, the Lessor, the Mortgage Trustee and the Trustee on or pror

to the Commencement Dale,

For purposes of evaluating the Agreement under SFAS 13, renewsl periods as defined by
Section 12.1 of the agreement should be included in the lense term.

At the termination of the Agreement, Mass-Am would not be prohibited from
renegotisting a new lesse agreement with MCRC. However, the terms of any renegotiated

lesse must be evaluated to determine if capital or operating lease treatment is
appropriate. If it is clear that the terms of the renegotiated lease have been significantly
affected by the fact that the lessee and lessor are related, the lease shall be classified
according to its ecanomic substance rather than its form. :

Yours very truly,

Chice. Wolta howse L1e
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SCHEDULE IV
REQUIRED INSURANCE
A. CONSTRUCTION PERIOD
A1, Prior to the Commencement Date, the Lessor shall maintain or cause to he

maintained the following insurance in accordance with the provisions of Section 6.3(b):

A-1.1. Workers' Compensation Insurance - within stotutory Umits ag required By
Law,

A-1.2.  Employer's Liability Insurance - with limits of $500,000 per accident,
$500,000 disease per cmployee, $500,000 bodily injury by disease policy aggregate or as
required by Law,

A-1.3.  Commercial General Liability Insurance - including coverage on a Facility
specific basis for premiseg/operations cantractoal lability, productsfcompleted operations,
hroad form property damage coverage, independent contractors, XCU (no exclusions for
explosion collapse, or underground exposures) and personal injury with limits ag follows:
(1) $1,000,000 per occurrence BI/PD, (ii) $1,000,000 apgregate products/completed
operations, (ifi) $2,000,000 general aggregate (per project basis), and (iv) $1,000,000 per
occurrence personal and advertising injury labiiity,

A-1.4.  Awtomobile Liability nsurance - including owned, non-owned, hired with
limits of 1,000,000 per occurrence BU/PD CSL, and no deductible,

A-1.5.  Excess or Umbrella Liability Insurance - having lmits of $10,000,000 per
vecurrence/aggregate BI/PD (per project basis),

A-1.6.  Builders Risk - Builders Risk Insurance including coverage for off site
storage, inland and ocean cargo (if applicable) transit, fire, earthquake, flood and such
extended coverages as usually included in an all risk policy form. Limit shall be the
replacernent value of the Facility for which the Contractor has risk of loss, for all perils
including flood and earthquake. The deductibles on each separate and unrelated loss shall be
(1) 510,000 on all losses except flood perils, wherein the deductible shall be $250,000
maximum per occurrence if the Facility is in Flood Zone A, or $100,000 maximum per
occurrence if the Facility is in any other flood zone; and (2) $100,000 maximum deductible
for earthquake.

A-17.  Business Interruption and Extra Expense Insurance - Business interruption
and extra expense insurance covering one year of continuing costs, lost profits and extra
expenses due to business interruptions cansed by an insured peri] described in A-1.6 of this
Schedule I'V with up to a ten-day waiting period,
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B. OPERATIONS

B-1. After the Commencement Date, the Lessee shall maintain or cause to be
maintained the following insurance in accordance with the provisions of Section 5.8:

B-1.1. Employer's Liability Insurance - with limits of $500,000 per accident,
$500,000 disease per employee, $500,000 bodily mnjury by dissase policy aggregate or as
required by Law.

B-1.2.  Commercial Gencral Liabiliry Insurance - including coverage on a Facility
specific basis for premises/operations, indspendent contractors, product/completed
operations and contractual liability, XCU (no exclusions for explosion collapse, or
underground exposures) and personal injury with limits as fellows: (i) $1,000,000 per
occurrence BI/PD, (ii) $1,000,000 aggregate products/completed operations,
(iii) $2,000,000 general aggregate (per project basis), and (iv) $1,000,000 per occumrence
personal and advertising injury Hability,

B-L.3.  Awtomobile Liability Insurance - including owned, non-owned, hired with
limits of $1,000,000 per occuwrrence BI/PD CSL, and no deductible.

B-1.4.  Excess or Umbrella Liability Insurance - having limits of $10,000,000 per
ceenrrencefaggregate BLPD.,

B-1.5.  “All Risk” Property Damage [nsurance. Insurance for loss, damage, or
destruction of the Facility on an “all risk” basis including the perils of flood and earthquake
(and boiler and machinery coverage) in an amount at all times equal to the full replacement
value of the Facility. The deductibles on each separate and unrelated loss shall be
(1) $10,000 on all losses except flood perils, wherein the deductible shall be $250,000
maximum per occurrence if the Facility is in Flood Zone A, or $100,000 maximum per
occurrence if the Facility is in any other flood zone; and (2) $100,000 maximam deductible

for earthquake.

B-1.6. Business Interruption and Extra Expense Insurance. Business interruption
and extra expense insurance covering one year of continuing costs, lost profits and extra
expenses due to business interruptions caused by an insured peril described in B-1.5 of this

Schedule TV with up to a ten-day waiting period.
B-1.7.  Workers’ Compensarion - within statutory limits as required by Law.

B-2. All policies shall be on reasonable and customary terms, conditions and
exclusions which conform to reasonably accepted industry standards for the insured risks.

v-2
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SCHEDULE V

STIPULATED LOSS VALUE
Princlpal Portion Interest Portion  Stipulated Loss

Date of Slipless ot Stiploss Value

47/28/38 37,700,000 212,628 37,912,628
08/25/98 37,700,000 425256 38,125,256
09/25/96 37,760,000 637,884 38,337 884
10725196 37,700,000 850,513 38,550,513
11/28/96 37,700,000 1,083,141 38,763,141
12/25/96 37,700,600 212,628 37,912,628
o1/25/97 37,700,000 425,256 38,125,256
02/25/87 37,700,000 537,884 38,337,884
03725197 37,700,000 850,513 38,550,513

04/25/97 37,700,000 1,083,141 38,763,141
0572897 37,700,000 1,276,768 38,975,769

GBI25/97 37,700,000 212,828 37,912,628
orr2esEaT 37,700,000 425,256 38,125,256
08/28197 37,700,000 637,884 38,337,884
08/25/87 37,700,000 §50,513 38,580,513

1/28/97 37,700,000 1,083,141 38,763,141
11/25197 37,700,000 1,275,768 38,875,769

12125197 37,470,000 211,430 37,681,430
01/25/98 37,470,000 422,860 37,882,880
02/25/98 37,470,000 £34,291 38,104,281
03/25/98 37,470,000 845721 28,315,721

04/25/98 37,470,000 1,057,151 38,527,151
05/25/38 37,470,000 1,268,581 38,738,581

06/25/98 37,470,000 211,430 37,681,430
07/25/98 37,470,000 422860 37,892,860
DB/25/98 37,470,000 634,291 38,104,291
09/25/98 37,470,000 845,721 38315721
10/25/33 37,470,000 1,087,181 38,527,151
11/25/38 37,470,000 1268581 38,738,581
12/25/98 37,225,000 210,154 37,435,154
01/25/09 37,225,000 420308 37,645,308
02/25/38 37,225,000 830,463 37,865,453
08/25/39 37,225,000 840,617 38,085,617

04/25/88 37,225,000 1,850,771 38,275,771
05/25/99 37,225,000 1,260,925 38,485,825

06/25/99 37,225,000 210,154 37,435,154
07/25/98 37,225,000 420,308 37,645,308
08/25/93 37,225,000 830,483 37,855,453
09/25/99 37,225,000 840,617 38,085,617
10/25/39 37,225,000 1,050,771 38,275,771
11/25/36 37,225,000 1,260,026 38,485,325
12/26/99 36,965,000 208,800 37,173,800
D1/25/2000 36,965,000 417,800 37,382,800
02/25/2000 - 36,965,000 626,400 37,591,400
03/25/2000 36,965,000 835200 37,800,200
04/25/2000 36,965,000 1,044,000 38,008,000
05/25/2000 36,565,000 1,252,800 38,217,800
06/25/2000 36,965,000 208,800 37,173,800
O7/2612000 36,965,000 417,600 37,382,500
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SCHEDULE V
STIPULATED LOSS VALUE

- Principal Portion Interest Portion  Stipulated Loss

Dats alStiploss of SlipLoss Value
08/25/2000 36,865,000 526,400 37,591,400
09/25/2000 36,965,000 835,200 37,800,200
10/28/2000 38,865,000 1,044,000 38,008,000
11/25/2000 36,965,000 1,252,800 38,217,800
12/25/2000 36,650,000 207,386 36,897,368
01/25/2001 36,690,000 414,735 37,104,735
02/26/2001 36,690,000 622,103 37,312,103
- 03/25/2001 36,580,000 829,471 37,519,471
04/25/2001 36,690,000 1,036,839 37,726,839
052512001 36,690,000 1,244,206 37,934,205
06/2812001 38,690,000 207,368 . 35,897,368
Griasieom 38,880,000 414,735 37,104,735
U8/252001 35,690,000 522,103 37,312,103
09/25/2001 36,890,000 829471 37,519,471
10/25/2001 38,880,000 1,035,839 37,726,839
11/26/2001 36,530,000 1,244 206 37,834,206
1Rz 38295000 205,831 36,600,831
01/25/2002 ° | 38,395,000 411,863 16,806,663
g2rzseme 96,385,000 817,494 37,012,494
(3252002 36,295,000 823,325 37,216,325
Da/2nizong 48,885,000 1,029,188 37,424,158
05/25/2002 36395000 1,234,988 37,629,088
UB/25/2002 36,385,000 205,831 - 36,600,831
712812000 38,385,000 411,663 36,806,653
DB/2512002 36,395,000 817,484 37,012,454
GS9iRslnng 368,385,000 823,325 37,218,325
10252002 38,365,000 1,029,156 37,424,156
142512002 35,385,000 1,234,988 37,629,938
12/28/2002 36,085,000 204,217 36,289,217
0v/25/2003 36,085,000 408,433 38,483,433
02/25i2G03 36,085,000 812,650 36,697,850
03/25/2003 36,085,000 818,867 36,801,867
Lai25/2003 3B,085.000 1,021,083 37,106,083
08/25/2003 36,085,000 1,225300 37,316,300
D6/25/2003 38,085.000 2D4a217 36,289,217
U7i2er00s 35,085,000 408,433 36,493,433
O8282008 36,085,000 612,650 36,897,650
O9/285/2003 48,085 000 816,867 36,901,867
10/25/2008 36,085,000 1,021,083 37,106,083
11/25/2003 36,085,000 1226300 37,310,300
1272512003 358,755,000 202 488 35,957,498
01/25/2004 35,755,000 404,986 36,159,996
02/125/2004 35,755,000 807,494 38,362,454
D3/25/2004 35,755,000 809,962 38,564,992
04/25/2004 35,755,000 1,012,480 36,787,490
05/25/2004 35,755,000 1,214,088 36,869,988
08/25/2004 35,755,000 202,498 35,057,498
Q7/25/2004 - 35,755,000 404,956 38,158,956
08125/2004 35,755,000 607,494 36,362,484
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SCHEDULE V
STIPULATED L OSs VALUE

Principal Portlon interast Portion  Stipulated Loss
p}

Date of Qiploss  ofStinloss Value
089/25/2004 38,755,060 809,982 36,564,992
10/25/2004 38,755,000 1,012,490 36,767,480
1112572004 35,755,000 1,214,588 36,869,888
12/25/2004 35,405,000 200,875 35,805,675
01/25/2005 35,405,000 401,350 35,808,350
0212572005 35,405,000 502,025 36,007,025
03/25/2005. 35,405,000 862,700 38,207,700

04/25/2008 35,408,000 1,003,375 38,408,375
052612005 35,405,000 1,204,050 36,608,080

06/25/2005 35,405,000 200,675 35,805,675
07/25/2005 35,403,000 401,350 35,806,350
08/25/2005 35,405,000 602,025 36,007,025
09/25/2005 35,405,000 802,700 36,207,700
10/25/2005 35,405,000 1,003,375 36,408,375
11/25/2005 35,405,000 1,204,050 36,609,050
12/25/2006 35,030,000 198,722 35,228,722
01/25/2006 35,030,000 397,444 35427444
02/25/2006 35,030,000 596,166 35,626,166
03/25/2006 35,030,000 794,888 35,824,884
04/25/2006 35,040,000 993,609 96,023,609
05/25/2006 35,030,000 1,192,331 36,222,331
06/25/2008 35,030,000 198,722 35,228,722
07/25/2008 35,030,000 397,444 35,437,444
OB/25/2006 35,030,000 596,166 35,626,186
09/25/2006 35,030,000 794,888 35,824,388
10/25/2006 35,030,000 990,608 36,023,609
11/25/2008 35,030,000 1,192,931 36,222,331
12/25/2006 34,630,000 196,630 34,826,639
01/25/2007 34,630,000 393,277 35023277
02/25/2007 34,630,000 589916  35219,916
03/25/2007 34,630,000 786,554 35,416,554
04/25/2007 34,630,000 983,193 35,613,193
05/25/2007 34,630,000 1,976,831 35,809,831
06/25/2007 34,630,000 196,639 34,826,539
07/25/2007 34,630,000 393,277 35,023,277
08/25/2007 34,830,000 589,916 35,219,016
09/25/2007 34,630,000 786,554 35,416,554
10/25/2007 34,830,000 983,193 35,613,193
11/25/2007 34,630,000 1,173,831 35.809,831
12/25/2007 34,205,000 194,425 34,399,425
01/25/2008 34,205,000 388,850  34.533.850
02/25/2008  34.205,000 583275  34,788275
03/25/2008 34,205,000 777700 34,882,700
04/25/2008 34,205,000 872,126 35,177,125
5/25/2008  34,205.000 1,186,550 35,371,550
06/25/2008 34,205,000 194,425 34,393,425
07/25/2008 34,205,000 388,850 34,583,850
08/25/2008 34,205,000 583275 = 34,788,275
09/25/2008  34,205.000 777,700 34,982,700
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SCHEDULE V
STIPULATED LOSS VALUE

Frincipal Portion Interest Portion  Stipulated Loss

Date - ofSfipless ol Stiploss Value
10/25/2008 34,205,000 972,125 35,177,125
11/25/2008 34,205,000 1,166,550 35,371,550
12/28/2008 33,755,000 182,081 33,947,081
01/25/2009 33,755,000 384,163 24,139,163
02/25/2009 33,755,000 576,244 34,331,944
03/25/2009 33,755,000 768,325 34,523,325
D4/25/2009 33,755,000 960,406 34,715,406
05/25/2009 33,755,000 1,152,488 34,907,408
0B/25/2009 33,755,000 192,081 33,947,081
07/26/2009 33,755,000 384,963 34,139,163
0B/26/2009 33,755,000 576,244 134,331,244
09/25/2009 33,755,000 760,325 34523325
10/25/2009 33,755,000 960,406 34,715,406
11/25/2009 33,755,000 1,152,488 34,807,488
12/25/2009 33,280,000 189,607 33,460,607
01/25/2010 93,280,000 - 373,215  33.659.215
02/25/2010 33,280,000 668,522 53,848,822
03/25/2010 . 33,280.000 758429 34,038,429
04/25/2010 33,280,000 948,036 34,228,036
05/25/2010 33,280,000 1,137,644 34,417,644
08/25/201G 33,260,000 189,607 93,480,607
07/25/2010 33,280,000 379,215  38,859.215
08/25/2010 33,280,000 568,822 33848822
09/25/2010 33,280,000 758,420 34,038,429
10/25/2010 33,280,000 948,036 34,228,036
11/25/2010 33,280,000 1,137,844 34,417,644
12/25/2010 32,775,000 186,977 32,051,077
01/25/2011 32,775,000 373,954 33,148,354
02/25/2011  32,775.000 560,081 33,335,931
03/25/2011 32,775,000 747,908  33,522.908
04/25/2011 32,775,000 934,885 33,709,885
06/25/2011 32,775,000 1,121,863 33,396,863
06/26/2011 32,775,000 186,077 32,961,977
07/25/2011 32,775,000 373954  33,148.954
0B/25/2011 32,775,000 560,931 33,335,631
09/25/2011 32,775,000 747,808 33,522,908
102512011 32,775,000 934,885 33,709,885
11/25/2011 32,775,000 1,121,863  33.896.863
12/25/2011 32,235 000 184,007 32,419,007
01/25/2012 32,236,000 368,014 32,603,014
02/25/2012 32,235,000 852,021 32,787,021
03/25/2012 32,235,000 736,028 32,971,028
04/25/2012 32,235,000 920,035 33,155,035
05/25/2012 32,235,000 1,104,043 33,339,043
08/25/2012 32,235,000 184,007 82,419,007
07/25/2012 32,235,000 368,014  32,603014
08/25/2012 32,235,000 552,021  32,787.021
09/25/2012 32,235,000 736,028 32,371,028
10/25/2012 32,235,000 920,035  33,155.035
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Pata

11/28/2042
12/25/2012
Q1/25/2013
02/25/2013
03/25/2013
04/25/2013
05/25/2013
06/25/2013
07/25/2013
087252013
08/25/2013
10/25/2013
11/25/2013
1242672013
01/25/2014
02/25/2014

03/25/2014 -

04/25/2014
05/25/2014
08/25/2014
07/25/2014
08/25/2014
09/25(2014
10/25/2014
11/25/2014
12/25/2014
01/25/2015
02/25/2015
03/25/2015
04/25/2015
05/25/2015
06/28/2015
071252015
08/25/2015
08125/2015
10/25/2015
11/25/2015
12/25/2015
01/25/2018
02/25/20186
03/25/2018
04/25/2016
05/25/2016
06/25/2015
07/25/2015
08/25/2016
09/25/2016
10/25/2018
11/25/2016

SCHEDULE V

STIPULATED LOSS VALUE

Principal Portion Interest Partlon

of Slip Loss

32,235,000
31,650,000
31,660,000
31,660,000
31,660,000
31,860,000
31,660,000
31,660,000
31,860,000
31,660,000
31,660,000
31,660,000
31,660,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
31,050,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
30,395,000
29,700,000
29,700,000
29,700,000
29,700,000
28,700,000
29,700,000
- 23,700,000
29,700,000
23,700,000
29,700,000
29,700,000
23,700,002

V-5

1,104,043
180,845
367,689
542,534
723,378
904,223

1,085,068
180,345
361,680
542,534
723,378
904,223

1,085,068
177,490
354,579
532,469
709,958
867,448

1,064,938
177,490
354,979
532,469
709,958
B87,448

1,084,538
173,887
347,774
521,661
595,548
869,435

1,043,323
173,887
347,774
521,561
595,548
869,435

1,043,323
170,065
340,129
510,194
680,258
850,323

1,020,388
170,065
340,129
510,194
680,258
850,323

1,020,388

Stipulated Loss
Value

33,339,043
31,840,845
32,021,689
32,202,534
32,383,378
32,564,223
32,745,068
31,840,845
32,021,689
32,202,534
42,383,378
32,564,223
32,745,068
31,227,490
31,404,979
31,582,469
31,759,958
31,997,448
32,114,938
31,227,490
31,404,879
31,582,469
31,755,958
31,937,448
32,114,038
30,568,387
30,742,774
30,916,661
31,060,548
31,264,435
31,438,323
30,568,887
30,742,774
30,916,661
31,090,548
31,264,435
31,438,323
29,870,086
30,040,129
30,210,194
30,380,258
30,550,323
30,720,388
29,870,065
30,040,129
30,210,184
30,380,258
30,550,323
30,720 388
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SCHEDULE V

STIPULATED LOSS VALUE
Principal Portion Interest Portion  Stipalated Loss

Dale ofStinlpss ol Stiotoss Value
12252016 28,960,000 165,802 29,125,902
01/25/2017 28,980,000 331,804 29,291,804
02/25/2017 28,960,000 497,706 29,457,706
03/25(2017 28,980,000 863,608 29,623,608
04/25/2017 28,960,000 829510 29,789,510
C525/2017 28,960,000 995413 29,055,413
08/252017 28,960,000 165902 29,125,902
07/25/2017 28,960,000 331,804 29,291,804
08/25/2017 28,980,000 497,708 29,457,706
09/25/2017 28,860,000 663,608 29,623,608
10/25/2017 28,960,000 829,510 28,769510
11/25/2017 28,880,000 995,413 28,055 413
12/25/2017 28,170,000 161,458  2B,331.458
01/25/2018 28,170,000 322917 28,492,917
02/25/2018 28,170,000 484,375 28,854,375
03/25/2018 28,170,000 845,833 128615833
D4/25/2018 28,170,000 807,292 28577292
06/25/2018 28,170,000 968,750 29,133,750
08/25/2018 28,170,000 161,458 28,331,458
07/25/2018 28,170,000 322,917 28,492,917
08/25/2018 28,170,000 484,375 28,654,375
09252018 28,170,000 545,833 28,815,833
101252018 28,170,000 807,292 28,977,202
11/25/2018 28,170,000 968,750 29,138,750
12/25/2018 27,325,000 156,705 27,481,705
01/25/2019 27,325,000 313410 27,538,410
0X25/2018 27,325,000 470,118 27,795,115
032502019 27.325.000 626,621 27,051,821
04/25/2019  27,325.000 783,528 28,108,526
05/25/2019 27,325,000 940,231 28,265,231
08/25/2019 27,325,000 156,705 27,481,705
07/25/2018 27,325,000 313410 27,638,410
08/25/2018 27,325,000 470,116 27,795,116
09/25/2019 27,325,000 526,821 27,951,821
10/25/2019 27,325,000 783,526 28,108,526
11/25/2018 27,325,000 940,231 28,265,231
12/25/2019 28,425,000 151,643 26,575,643
01/25/2020 26,425,000 303,285 28,728,285
02/25/2020 26,425,000 454,928 26,873,928
03/25/2020 28,425,000 506,571 27,031,571
04/25/2020 285,425,000 758,214 27,183,214
05/25/2020 26,425,000 908,856 27,334,856
06/25/2020 28,425,000 151,643 26,576,643
07/25/2020 . 26,425,000 303,285 28,728,285
08/25/2020  26,425.000 454,923 26,873,528
09/25/2020 26,425,000 506,571 27,031,571
10/25/2020 26,425,000 758,214 27183214
11/25/2020 26,425,000 909,856 27334856
12/25/2020 25,465,000 146,243 25,611,243
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SCHEDULE V

Late | olSlploss

01/25/2021
02/25/2021
03/25/202 1
04/25/2021
05/25/2021
06/25/2021
07/25/2021
08/25/2021
09/25/2021
10/25/2021
11/25/2021
12/25/2021
01/25/2022
02/25/2022
03/25/2022
04/25/2022
05/25/2022
06/26/2022
07/25/2022
08/25/2022
09/25/2022
10/25/2022
11/25/2022
12/25/2022
01/25/2023
02/25/2023
03/25/2023
04/25/2023
05/25/2023
06/25/2023
07/25/2023
08/25/2023
09/25/2023
10/25/2023
11/25/2023
12/25/2023
01/25/2024
02/25/2024
03/25/2024
04/25/2024
05/25/2024
06/25/2024
07/25/2024
08/25/2024
09/25/2024
10/25/2024
11/25/2024
12/25/2024
01/25/2025

25,485,000
25,485,000
25,465,000
25,465,000
25,465,000
25,485,000
25,485,000
25,485,000
25,468,000
25,465,000
25,465,000
24,440,000
24,440,000

. 24,440,000

24,440,000
24,440,000
24,440,000
24,440,000
24,440,000
24,440,000
24,440,000
24,440,000
24,440,000
23,345,000
23,345,000
23,345,000
23,345,000
283,345,000
23,345,000
23,345,000
23,345,000
23,345,000
23,345,000
23,345,000
23,345,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
22,175,000
20,925,000
20,925,000

STIPULATED LOSS YALUE

of Slip Loss

292,485
438,728
564,971
731,214
877,456
146,243
292,485
438,728
584,971
731,214
877,456
140,477
280,954
421,431
561,008
702.385
842,863
140,477
280,354
421,431
£61,908
702,385
842,863
134,318
268,635
402,953
537,271
871,589
805,908
134,318
268,635
402,953
537,271
671,589
805,906
127,736
255,473
383,209
510,946
638,682
766,419
127,736
255,473
383,209
510,946
638,682
766,419
120,708
241,410

Principal Portion Interest Portion  Stipulated Loss

Vajue

25,757,485
25,908,728
26,049,371
26,196,214
26,342,456
25,611,243
25,757,485
25,803,728
26,049,571
26,196,214
26,342,458
24,580,477
24,720,954
24,861,431
25,001,908
25,142 385
25,282,563
24,580,477
24,720,954
24,861,431
25,001,908
26,142,385
25,282,963
23,475,318
23,613,635
23,747,953
23,862,271
24,016,589
24,150,906
23,479,318
23,613,635
23,747,953
23,862,271
24,016,589
24,150,908
22,302,736
22,430,473
22,558,209
22,685,946
22,813,682
22,941,419
22,302,736
22,430,473
22,558,209
22,685,945
22,613,682
22,941,419
21,045,705
21,166,410
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SCHEDULE V
STIPULATED LOSS VALUE

 Frincipal Portion Intersst Portion  Stipulated Loss

Date ofStiploss  ofStinloss Yalue
02/25/2025 20,925,600 362,116 21,287,116
03/25/2025 20,925,000 482,821 21,407,821
04/25/2025 20,925,000 603,526 21,528,526
UB/26/2025 20,925,000 724,231 21,648,231
OG/26/2025 20,925,000 120,705 21,045,705
07/25/2025 20,925,000 241,410 21,186,410
UB/25/2025 20,925,000 382,116 21,287,116
09/25/2025 20,825,000 482,321 21,407,321
10/25/2025 20,925,000 603,526 21,528,526
11/25/2025 20,925,000 724,231 21,649,231
12/25i2025 19,590,000 113,196 19,703,196
01/25/2028 14,590,000 226,392 19,816,392
0242512026 18,590,000 339,568 19,929,588
03/25/2026 19,590,000 452,783 20,042,783
04/25/2026 19,550,000 566,979 20,155,979
05/25/2026 19,590,000 879,175 20,269,175
06/25/2026 19,590,000 113,198 18,703,196
07/25/2026 ° 19,580,000 . 225,392 19,816,392
0825/2026 19,560,000 339,588 16,929,588
097252026 19,580,000 452,783 20,042,783
10/25/2026 19,590,000 565,979 20,155,873
11/25/2026 18,580,000 © 879,175 20,269,175
12/25/2028 18,165,000 105,002 18,270,002
01/25/2027 18,165,000 210,004 18,375,004
02/25/2027 18,165,600 315,008 18,480,008
03/25/2027 18,165,000 420,008 18,585,008
042512027 18,165,000 525,010 18,680,010
0512672027 18,165,000 630,013 18,785,013
06/25/2027 18,165,000 105,002 18,270,002
07/25/2027 18,165,000 210,004 18,375,004
08/25/2027 18,185,000 315,006 18,480,006
09/25/2027 18,185,000 420,008 18,585,008
102572027 18,165,000 525,010 18,650,010
11/25/2007 18,185,000 630,013 18,795,013
12/25/2027 16,645,000 96,262 16,741,262
01/25/2028 16,645,000 192,524 16,837,524
02/25/2028 16,645,000 288,786 16,933,786
03/25/2028 16,645,000 385,048 17,030,048
04/25/2028 16,645,000 481,310 17,126,310
05/25/2028 16,645,000 577,573 17,222,573
08/25/2028 16,645,000 96,262 16,741,262
071252028 16,645,000 192,524 16,837,524
08/25/2028 16,645,000 288,786 15,933,786
09/25/2028 16,845,000 385,048 17,030,048
10/25/2028 16,645,000 481,310 17,126,310
11/25/2028 16,645,000 577,573 17,222,573
12/25/2026 15,020,000 86,918 15,106,318
01/25/2028 15,020,000 173,837 15,193,837
02/25/2029 15,020,000 260,755 15,280,755
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SCHEDULE V
STIPULATED LOSS VALUE

Prncipal Portion interest Portion  Stipulated Loss

Date ColStiploss ofStiploss Value
03/25/2029 15,020,000 347 573 16,367 675
04/25/2029 15,020,000 434 592 15,454 592
05/25/2029 15,020,000 521,810 15541510
0B/25/2009 15,020,000 85,918 15,106,918
07/25/2029 15,020,000 173,837 15,193,837
08B/25/2029 15,020,000 260,755 15,280,755
09/25/2029 15,020,000 347 573 15,367,573
10/25/2029 15,620,000 434,592 15,454,502
11/25/2029 15,020,000 521,510 15,541,510
12/25/2029 13,280,000 76,913 13,356,913
01/25/2030 13,280,000 153,827 13,439,827
02/25/2030 13,280,000 230,740 13,510,740
03/25/2030 13,280,000 307,653 13,587,653
04/25/2030 13,280,600 384,567 13,664,567
05/25/2030 13,280,000 461,480 13,741,480
06/25/2030 13,280,000 76,913 13,356,913
07/25/2030 13,280,000 153,827 13,433,827
08/25/2030 13,280,000 230,740 14,610,740
09/25/2030 13,280,000 307,653 13,587,653
10/25/2080 13,280,000 384,567 13,664,567
11/25/2030 13,280,000 461,480 13,741,480
12/25/2030° 11,420,000 66,141 11,486,141
01/25/2031 11,420,000 132,282 11,552,262
02/2512031 11,420,000 198,428 11,619,423
03/25/2031 11,420,000 264,563 11,684,583
D4/25/2031 11,420,000 330,704 11,750,704
GB/25/2031 11,420,000 398,845 11,816,845
0B/25/2031 11,420,000 68,141 11,486,147
07/25/2031 11,420,000 132,282 11552982
08/25/2031 11,420,000 128,423 11,618,423
09/25/2031 11,420,000 284,563 11,684,563
10/25/2031 11,420,000 330,704 11,750,704
11/25/2031 11,420,000 336,845 11,816,845
12/25/2037 9,430,000 54,515 9,484,615
G1/25/20a2 9,430,000 108,231 9,539,231
02/25/2082 9,430,000 163,846 5,593,846
03/25/2032 8,430,000 218,462 9,648,462
04/25/2032 9,430,000 273,077 9,709,077
05/2512032 9,430,000 927,693 9,757,693
0B/25/2032 9,430,000 54,615 9,484,616
47/25/2032 3,430,000 109,231 8,539,231
08/25/2032 5,430,000 163,844 9,583,848
09/25/2032 8,430,000 218,462 3,648,462
10/25/2032 9,430,000 273,077 9,703,077
11/25/2032 9,430,000 327,693 9,757,693
18/25/2032 7,305,000 42,308 7,347,308
01/25/2033 7,305,000 84,616 7,389,616
02/25/2033 7.305.000 126,924 7,431,924
03/25/2033 7,305,000 169,233 7 474233
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Jate

04/25/2033
05/28/2035
08/25/2033
07/25/2033
08/25/2033
09/25/2033
10/25/2033
11/25/2033
12/25/2033
0142512034
02/25/2034
03/25/2034
04/25/2034
0512512034

06/25/2034

07/25/2034
UB/25/2034
09/25/2034
10/25/2034
11/25/2034
122572034
01/25/2035

" 02/25/2035

03/25/2035
04/25/2035
05/25/2035
08/25/2035
07/25/2035
08/25/2035
G9/25/2035
10/25/2035
11/25/2035
12/25/2035

SCHEDULE V

STIPULATED LOSS VALUE

pnrzc;paj Portion imeresr Portion

0LStn Lass

7,305,000
7,305,000
7,305,000
7,305,000
7,308,000
7,305,000
7,305,000
7,305,000
5,030,000
5,030,000
5,030,000
5,030,000
8,030,000
5,030,600
5,080,000
. 5,030,000
5,030,000
5,030,000
5,030,000
3,030,000
2,800,000
2,600,000
2,600,000
2,600,000
2,600,000
2,600,000
2,800,000
2,600,000
2,600,000
2,600,000
2,600,000
2,800,000
0
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211,541
253,849
42,308
84,818
126,924
165,233
211,541
253,848
28,132
58,264
87,385
116,528
145,660
174,793
29,132
58,284
87,396
116,528
145,860
174,793
15,058
30,117
45,175
£0,233
75,292
90,350
15,058
ao,117
46,175
60,233
75,282
80,350
9]

Stipulated Loss

Yalue

B e Wl

7.516,541
7,558,849
7,347 308
7,380,818
7,431,924
7,474,233
7,518,541
7,550,849
5,059,132
5,088,264
5,117 395
5,146,528
5,175,680
5,204,793
5,059,132
5,088,264
5,117,308
5,146,528
5,175,660
5,204,793
2,615,058
2,630,117
2645175
2,660,233
2,675,292
2,590,350
2,615,058
2,620,117
2,84517%
2,660,233
2,675,292
2,690,350
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FOURTH AMENDMENT TO FACILITY LEASE
AGREEMENT DATED AS OF JULY 1, 1995

TH1S Fourth Amendment dated December 1, 2004 (the “Fourth Amendmeni”) to the
Facility Lease Agreement dated as of July 1, 1995, as previously amended and as arnended by
this Fourth Amendment (the “Facility Lease”) between Aquarion Water Company of
Massachosetts, Inc., formerly Massachusetts-American Water Company, as Lessec (the
“Lessee”) and Aquarion Water Capital of Massachusetts, Inc., formerly Massachusetts Capital
Resources Company, as Lessor (the “Lessor™), is entered into by the Lessee and Lessor ag a2
result of the redemption of Series 1995 Bonds with excess Series 1995 Bond proceeds remaining
after the construction was completed.

_ Section 4.01(c) of the Loan and Trust Agreement dated as of July 1, 1995 (the
“Indenture”) among Massachusetts Development Finance Agency, formerly Magsachusetts
Industrial Financial Agency (the “Issuer™), the Lessor and Wachovia Bank, National
Association as successor to First Fidelity Bank, National Association, as Trustee (the “Trustee”)
provides that after the completion of the Facility, the balance of any moneys not needed to pay
Facility Costs or interest on Series 1995 Bonda shall be transferred (assuming nothing is needed
for the Debt Service Reserve Requirement, which is the case) to the Bond Fund and applied in
accordance with Section 310(b) of the Indenture. Section 310(b) states that any such moneys,
with net earnings thereon (herein such moneys plus such net eamings being referred to as
“Redemption Funds™) arc required to be used to redeem Series 1995 Bonds on a Business Day
designated by the Lessor at least 45 days before the redemption date (the “Redemption Date”).
Section 4.09(b) of the Indenture of Mortgage and Security Agreement dated as of July 1, 1995,
as amended (the “Mortgage Indenture”) from the Lessor to Wachovia Bank, National
Association ag successor to First Fidelity Bank, Nationa} Association, as Trustee, requires the
mandatory redemption (with maturitics selected by the Lessor) of the Series 1995 Mortgage
Bonds on the Redemption Date in a principal amount equal to the principal amount,
corresponding in each case to Series 1995 Bonds being redeemed with Redemption Funds
pursugnt to Section 310(b) of the Indenture and the Trustee pursuant to such Section 310(b) is
required to select the Series 1995 Bonds to be redeemed by lot if less than all of a maturity shall

be so called for redemption.

The Lessor has determined that the amount of the Redemption Funds is $2,565,000 and
accordingly has notificd the Trustee of such amount and has selected January 25, 2005 as the
date for the redemption of $2,565,000 aggregate principal amount of the Series 1995 Bonds to be
redeemed. The Lessor has selected the maturities of the Series 1995 Mortgage Bonds to be
redeemed on January 25, 2005 and the Trustee has selected by lot the Series 1995 Bonds of
corresponding maturities to be redeemed on January 25, 2005.

] essee and Lessor agree that as a result of the aforesaid redemptions, the Basic Rent
Payments will be reduced and accordingly agree to the revised Basic Rent Payments set forth on

1682375.01.14
1427293

Preparad by or under the supesvision of: Joshua Unger
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Schedule I to the Pacility Lease which is attached hereto. Lessee and Lessor also agree that ag
a result of the aforesaid redemptions the Stipulated Loss Values will be reduced and accordingly
agree to the revised Schedule V to the Facility Leasc attached hereto. Both Schedules shall
become effective on the date of redemption of the Series 1995 Bonds pursuant to the foregoing
provisions of this Fourth Amendment.

In light of the matters set forth above, the Lessee and Lessor aéree to restate each of
Scheduls 111 and Schedule V to the Facility Lease in its entirety to read as set forth in the
respective form attached hereto.

This Fourth Amendment shall be govemed by and construed in accordance with the laws
of the Commonwealth of Massachusetts.

Capitalized terms used herein and not otherwise defined shall have the meanings ascribed
to them in the Facility Lease.

-7

Prepared by or under the supervision of: Joshua Unger
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IN WITNESS WHEREOF, the Lessor and the Lessee have caused this Fourth Am‘endment o
be signed in their behalf by their duly authorized representatives as of the date first written above.

AQUARION WATER COMPANY OF
MASSACHUSETTS, INC., as Lessee

AQUARION WATER CAPITAL OF
MASSACHUSETTS, INC., as Lessor

By S ,

Its President

Aftest:

~ o
M‘ NG
i

-3-

Prepared by or under the supervislon of: Joshua Unger
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SCHEDULE 11

BASIC RENT PAYMENTS
FIXED BASIC RENT

Monthly Fixed Basic Rent equals the.sum of the following:

(3) Monthly Fixed Basic Rent - Debt Service Portion which equals $205,250
N * plus

(b) Monthly Fixed Basic Rent - Non-Debt Service Portion which equals
$18,000.

PERCENTAGE RENT

Percentage Rent for any month equals (i) the Base Percentage Rent, as defined below, for
such month, minus (i} the Adjustment Pactor, provided if the Adjustment Factor causes the
monthly Percentage Rent to fall below 20% of monthly Fixed Basic Rent, the Adjustment Factor
for such month shall be reduced (but not below zero) to provide monthly Percentage Rent to
equal 20% of monthly Fixed Hasic Rent.

The Dase Percentage Rent for any month is the product of (a) “Percentage Rent Rate”
from the following table for the respective year and (b) the number of million gallons of water
treated by the Facility which exceed 30 million gallons in such month The Base Percentage Rent
must always be a positive number.

PERCENTAGE PERCENTAGE PERCENTAGE
YEAR RENT RATE YEAR RENT RATE YEAR RENT RATE
1996 $583.50 2010 $1,010.50 2024 $1,749.80
1997 $606.90 2011 $1,050.90 2025 $1,819.80
1998 $631.10 2012 $1,092.90 2026 $1,892.60
1999 $656.40 2013 - $1.136.60 2027 $1,968.30
2000 $682.60 2014 $1,182.10 2028 $2.047.00
2001 $709.50 2015 $1,22940 2029 $2,128.90
2002 $738.30 2016 $1,278.60 2030 %$2,214.10
2003 $767.90 2017 $1,329.70 2031 $2,302.60
2004 $798.60 2018 $1,382.50 2032 $2,354.70
2005 $830.50 2019 $1,438.20 2033 $2,490.50
2006 $863.80 2020 $1,495.70 2034 $2,590.20
2007 $898.30 2021 $1,555.60 2035 $2,693.80
2008 $934.20 2022 $1,617.30
2009 $971.60 2023 $3,682.50

Prepared by or under the supervision of: Joshua Unger
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The Adjustment Factor:
For the period 1996.through 1998, equals O,

_For the period 1999 through 2003, equals the total Base Percentage Rent calculated for
the period 1996 through 1998 less $1,293,000, divided by 60.

For the period 2004 through 2008, equals the total Base Percentage Rent calculated for
the period 1999 through 2003 less $3,044,000, divided by 60.

For the period 2009 through 2013, equals the total Base Percentage Rent calculated for
the period 2004 through 2008 less $3,773,000, divided by 60.

For the period 2014 through 2018, equals the total Base Percentage Rent calculated for
the period 2009 through 2013 less $4,676,000, divided by 60.

For the period 2019 through 2023, cquals the tota] Base Percentage Rent calculated for
the period 2014 through 2018 less $5,793,000, divided by 60.

For the period 2024 through 2028, equals the total Base Percentage Rent calculated for
the period 2019 through 2023 less $7,178,000, divided by 60.

For the period 2029 throngh 2033, equals the total Base Percentage Rent calculated for
the period 2024 through 2028 less $8,892,000, divided by 60.

For the period 2034 through 2035, equals the total Base Percentage Rent calculated for
the period 2029 through 2033 less $11,015,000, divided by 60.

o9

Prepared by or under the supetvision of: Joshua Unger
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GROUND LEASE

BETWEEN
MASSACHUSETTS-AMERICAN WATER COMPANY
AS IANDLORD
AND
MASSACHUSETTS CAPITAL RESCURCES COMPANY
AS TENANT
DATED AS OF JULY 1, 1995

Prepared by:

Thomas G. Tumilty

Peabody & Brown

101 Federal SBtrest

Boston, Magsachusetts 02110
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GROUND LEASE

THIS GROUND LEASE (this "Lease’] is made as of this lst day
of July, 1895, by and between MASSACHUSETTS~AMERICAN WATER
COMPANY, a Massachusetts corporation, having its principal place
of business at 75 Sgt. William B, Terry Drive, Suite 170,
Hingham, Massachusetts 02043-1545 ("Landlord") and MASSACHUSETTS
CAPITAL RESCURCES COMPANY, a Delaware corperation, having a place
of business at 75 Sgt. William B. Terry Drive, Suite 170,
Hingham, Massachusetts 02043-1545 ("Tenant™) .

RECITALS

WHEREAS, the Landlord is the owner of certain contiguous
parcels of real property comprising approximately 116 acres
located on and off of Main Street and South Pleasant Street in
the Town of Hingham, Massachusetts, including a certain parcel
containing approximately 46 acres numbered as S00 Main Street;

WHEREAS, contemporanecusly herewith the Tenant has purchased
from the Landlerd a partially constructed water treatment plant
located on the 900 Main Street parcel, and concurrently with its
purchase the Tenant has agreed to complete the constructiecn,
equipping and installation of the water treatment plant;

WHEREAS, the Landlord and the Tenant desire that the Tenant
complete the construction of the water treatment plant and lease
the same to the Landlord pursuant to the terms of the Facility
Lease Agreement (as defined herein); and

WHEREAS, in connection with the Tenant’s acquisition and
completion of the water treatment plant the Tenant reguires, and
the Landlord has agreed to provide, a long~term ground lease of
the $00 Main Street parcel, together with an assignment of

certain appurtenant easement rights benefitting the parcel.

HCW, THEREFORE, in consideration of the premises and other
good and valuable consideration and of the mutual benefits,
covenants, and agreements herein expressed, the Landlord aand the

Tanant hereby agrees as feollows:

ARTICLE I DEMISE/USE

The following provisions of this Article I shall be
applicable during both the Primary Term and the Remaining Term of

this Lease:
SECTION 1. DEFINITICONS.

"Accesa Easement™ shall mean that certain Easement Agreement
dated as of August 4, 19%4 by and between Massachusetts—American

-
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Water Company, a8 owner of the Demised Premises, and The House of
Prayer Lutheran Church, Inc., as owner of a certain parcel of
land locvated on Main Stzreet, Hingham, Massachusetts and
immaediately abutting the Demised Premises, which Rasement
Agreement has bsen recorded at the Plymouth County Registry of
Deeds in Book 13088, Page 170, and together with that side letter
agreement dated August 4, 13584 between the Water Company and the

Church,

"Additional Rent”™ shall have the meaning set forth in Section 25.

“appropriation” shall have the meaning set forth in Section 38.

"appurtenant Righta®™ shall have the meaning =et forth in
Secticon 2 {(c).

"Bagse Rent" shall have the meaning set forth in Section 6 during
the Primary Term of this Lease, and shall have the meaning set
forth in Section 25 during the Remaining Term of this Lease.

"Construction Conbtract” shall have the meaning ascribed to such
phrase in the Facility Lease Agreement.

"Demised Premises"™ shall mean the land located at 900 Main
Street, Hingham, Plymouth County, Massachusetts consisting of
approximately 46 acres and described on Exhibit A hereto, and
together with any and all rights, privileges, easements,
appurtenances and rights of access thereto and esgress therefrom,
including the Appurtenant Rights, in any way benefitting,
belonging or pertaining thereto.

"Facility™ shall mean a potable water treatment plant, having a
treatment capacity of 7,000,000 gallons per day, together with
all buildings, structures, equipment, utilities and appurtenances
raquired for the operation and use thereof, together with parking
areas and access roadways, and together with the leasehold estate
granted hereunder as all of the same may be modified or expanded

from time to time.

"Facility Lease Agreement®™ shall mean that certain Facility Lease
Agreement by and between Massachusetts Capital Resources Company,
as lessox, and Massachusetts-American Water Company, as lessee,
dated as of July 1, 1895, pursuant tc which (&) the Demised
Premises will be subleased to, and (b) the Facility will be
leased to and operated by, Massachusetts-American Water Company .

"Good Faith Contest™ shall, during the Primary Term of this
Lease, have the meaning ascribed to such phrase in the Facility
Lease Agreesment; and thereafter, during the Remaining Term of
this Lease, shall have the meaning set forth in Section 26 (d)

hereof.
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"Imposition(s)" shall mean all real estate and personal property
taxes, any sales, excise cr similar taxes on the Rent (excluding
Landlord’s income tax obligations), spescial and general
aggessments, water and sewer rates and charges, and other
governmental charges of any kind and nature whatscever, ordinary
or extraordinary, which shall be laid, assessed, levied or
impesed upon or beacome due and payable in connection with, or a
lien upon. the Demised Premises or any part thereaf, or the
Facility -hereon, or any part therxesof.

"Ingtitutional Lender™ shall mean any savings bank, savings and
loan association, commercial bank, trust company, credit union,
insurance company, real estate investment trust, emplovess’
profit-sharing trust, or pension fund,

"Landlord’s Premises”™ shall mean all those certain parcels of
land owned by Landlord, abutting and adjacent to the Demised
Premises (and excluding the Demised Premises), containing
approximately 70 acres, and located on and off of Main Street and
South Pleasant Street, Hingham, Plymouth County, Massschusetts,

"Leasehold Mortgage™ shall have the meaning set forth in
Section 35(a}.

"Leasehold Mortgagee” shall have the meaning set forth in
Section 35(b).

"Legal Requirement (3)" shall mean all laws and ordinances, and
the orders, rules, regulations and rsguirements of all Federal,
State, county and municipal governments, and appropriats
departments, agencies, commissions, boards, public authoritiss
and officers thareof, now or hereafter in force, which may be
applicable to the Demised Pramises, the Facility and
appurtenances benefitting, belonging or pertaining therasto, or
the use or manner of use of the Demised Premises or the Facility.

"Mortgage Indenture” shall mean that certain Indenture of
Mortgage and Security Agreement from Massachusetts Capital
Resources Company to First Fidelity Bank, National Asscciation,
as Trustee, dated as of July 1, 19395, and all supplements and
amendments thereto, and extensions or renewals thereof,

"Mortgage Trustee™ shall mean First Fidelity Bank, National
Asszociation, and any successor thereto as Trustee under the

Mortgage Indenture.

"Notice of Ground Leage™ shall mean an instrument, substantially
in the form of Exhibit B hereto, which meets the requirements of
a "notice of lease”™ as set forth in Massachusetts General Laws,
ch., 183, 84, executed and delivered by the parties hereto.

- S

Willamette Management Associates



Joe A, Conner, Esqg.

June

29,2012

Page 128

"Permits and BApprovals™ shall mean any and all zoning, building
and other permits, licensges and approvals reguired by all

applicable laws, rules and regulatiocns of all publiec authori
havipg jurisdiction to develop, construct, occupy and operat

Facility.

as
the

s
i

s
=

"parmitted Eoncumbrances™ shall mean, as of any particular time,
ti} liens for taxzss, assessments and governmental charges which
are either not yet due, are due but pavable without penalty, or
are the subject of a Guod Faith Contest, (ii) such minor defects,
irregularities, encumbrances, utility, access and other eassments
and rights of way, mineral rights, restrictions and exceptions,
statutory liens and clouds on title as normally exist with
respect to properties similar in character to the Demised
Premises that will not in the aggregate materially interfere with
or impair the contemplated use of the Demised Premises and the
Facility by the Tenant, or of which are under contract to be
removed or altered in the normal course of consgtructing the
Facility on the Demised Premises, (i1ii) this Lease, the Facility
Lease Agreement, the Mortgage Indenture, the Construction
Contract and that eertain Indenture of Mortgage f£rom Hingham
Water Company (n/k/a Massachusstis-American Water Company) to The
Fidelity Bank (n/k/a First Pidelity Bank, National Association)
as Trustee, dated as of March 1, 1971, and all supplements and
amendments thereto, and extensions or renewals thereof, (iv) any
mechanic’s, laborer’s, materialmen’s, supplier’s, vendoxr’s,
construction or other similar liens or rights arising in the
ordinary course of business or incident to the construction of
the Facsality in respect of obligations which are not yet past dus
or which are the subject of a Good Faith Contast, (v) any
exceptions to title which are contained in the leasshold title
insurance policy issued by 0ld Republic National Title Insurance
Company delivered to the Tenant, (vi) all deposits or pledges to
gsecure: statutory cobligations or appeals; releases of
attachments, stays of execution or injunctions; performance of
bids, tenders, contracts (other than for the repayment of
borrowed money), permits or leases; or for purposes of a similar
general nature in the ordinary course of business, (vii) liens in
connection with workers’ ccompensation, unemployment insurance or
other social security or pension obligations, and (viii) legal or
eguitable encumbrances deemed to exist by reason of the existence
of any litigation cr other legal proceeding if the same are the
subjact of a Good Faith Contest, (excluding any attachment prior
to judgment, judgment lien, or attachment in ald of execution on

a judgment).

"Permitted Exceptions™ shall have the meaning set forth in
Secticn 2(b).
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"primary Term” shzall have the meaning set forth in Section 4.

"Regulated Materials® shall mean any toxic or hazardous
pollutant, emission, contaminant, chemical, material, waste or
substance, as any of such terms are defined from time to time in
or for the purposes of any relevant law, statute, rule,
regulation, ordinance, order, code, policy oz rule of zommon law,
now or hereafter in effect, or in or by any Jjudicial or
administraktive interpretation thereof, relating to pollution
and/or protection of public health or the environment, and
specifically including, but not limited to, asbestos,
polychlorinated biphenyls and any petroleum ox hydrocarbon-based

products or derivatives.

"Remaining Term® shall have the meaning set forth in Section 23,

"Rpent” shall mean during the Primary Term of this Lease, all Base
Rent (as defined in Section 6), and during the Remaining Term of
+his Lease shall mean all Base Rent (as defined in Secticn 25)

and all additional Rent.

"pegerved Rights® shall have the meaning set forth in

Saection 2{d}).

"Responsible Party™ shall mean: (i) Massachusetts Capital
Rescurces Company during the Constructicn Pericd (as such term is
definad in the Facility Lease Agreement; (ii) Massachusetts-~
Emarican Water Company and its successors thereafter during the
remainder of the Primary Term of this Lease; and (iil) the Tenant
during the Remaining Term of this Lease.

mporm® shall mean the Sixty (60) year period commencing on the
Term Commencement Date, and shall include the Primary Term and
the Remaining Term.

"rorm Commencement Date”™ shall mean August 17, 1995.

SECTION 2. DEMISE/APPURTENANT AND RESERVED RIGHTS.

{a) lLandlord, in consideration of the rents to be paid
hereunder by Tenant and the covenants, conditions and agreements
herein contained on the part of Tenant to be paid, kept and
performed, does hereby grant, demise, lease and let unto Tenant,
and Tenant doas hereby take and lease from Landlord for the Term
and upon the rents, covenants, conditions and agreements herein
contained, the Demised Premises, subject to and with the benefit
of the Permitted Excepticns, the Appurtenant Rights and the

Reserved Rights.

n
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{b] The "Permitted Exceptions” consist of;

{1} the Permitted Encumbrances;
{idi} the Permits and Approvals; and
(iiiy all Legal Reguirements now or hereafiter in forcs.

(¢} The *"Appurtenant Rights" consist of:

(i) the right, in common with the Landlord and
others, to exercise and sndoy the easements and rights
creataed under the 2dccess Easement;

{ii) the right, in common with the Landlord and
others, to exarcise and enjoy any other easements and rights
created under or pursuant to any one or more of the
Permitted Bncumbranc¢es, to the extent that the same are
logated on, or otherwise benefit, the Landlord’s Premises
and are reascnably necessary to afford the Tenant and its
permittees and assigns access to, and use and enjoyment of,
the Demised Premises, now or in the future during the Term

hareof;

(iii) the right, ir gommen with Landlord and cthers,
from time to time te install, construct, repair, replace,
use, maintain, modify and relocate for service to the
Demised Premises, pipes, ducts, conduits, wires, cables and
other facilities and fixztures for gas, water, sewer, steam,
alectricity, telephone, data communication, storm drainage
and other utilities located or to ke located on or in the
Landlord’ s Premises, provided that any replacements therafor
are essentially equivalent or better than those now existing
or hereafter constructed; and further, that if any of the
foregoing utilities facilities are replaced or relocated,
the Responsible Party shall relocate such facilities so as
not to pass through any structures then existing on the
Landlord’s Premises. The Tenant shall exercige its rights
granted in this clause without interfering with Landlord’s
use of the Landlord’s Premises and without overburdening any
such facilities. The Responsible Party shall piay the costs
of any installation, construction, modification and
relocation to the extent the same are undsrtaken to serve

the Demised Premises;

{iv} the right to exercise all rights, powsrs and
privileges granted by the Permits and Approvals in
cennection with the construction, installation, aquipping,
testing, operation and use of the Facility.
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{dj The Demised Premises are lesased subliect t& the
following "Reserved Rights”:
{i) the right of Landlord and Landlord’s suscessors

and assigns, hereby reserved, in common with the Tenant, to
exercise and enjoy the easements and rights created under
the Access Easement, to the extent reasonably necessary, but
at all times subject to Section 5 hereof, to afford the
Landlord acecess to, and use and enjsoyment of, the Landlord’s
Premises, now or in the future during the Term herecf;

(ii) the right of Landlord and Landlord’s successors
and assigns, hereby reserved, in common with the Tenant, to
exercise and enjoy any other easements and rights created
under or pursuant to any one or more of the Permitted
Encumbrances, to the extent that the same are located on, or
otherwise benefit, the Demised Premises and are reasonably
nscessary, but at all times subject to Section 3 hersof, to
afford the Landlord access to, and use and enjoyment of, the
Landiord’s Premises, now or in the future during the Term

hereof;

(iii) the right of Landlerd and Landlord’s successors
and assigns, hereby reserved, from time to time to install,
construct, repair, replace, use, maintain, modify and
relocate for sgrvice to any portion of the Landlord’s
Premises, pipes, ducts, conduits, wires, cables and other
facilities and fixtures for gas, water, sewear, steam,
electricity, telephone, data communication, storm drainage
and other utilities now located or to be located on or in
the Demised Premises, provided that any replacements
therefor are substantially equivalent or better than those
now existing or hereafter constructed; and further, that if
any of the foregoing utilities facilities are replaced or
relocated, Landlord shall relocate such facilities so as not
to pass through any structures then existing on the Demised
Premises. The Landlord shall exercise its rights reserved
in this clause without interfering with Tenant’s use of the
Demised Premises and without overburdening any such
facilities. The Landloerd shall pay the costs of any
installation, construction, modification and relocation to
the extent that the same are undertaken to ssrve the
Landlord’s Premises;

{iv} the right of Landlord and Landlord’s successors
and assigns, hereby reserved, from time to time to enter
upon the Demised Premises for the purposes of performing
inspections and tests including, without limitation, test
borings and monitoring wells in order to determine whether
any Regulated Materials are present on, under or within the
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Demised Premises; provided, that such inspecticons and tests
do not unreasonably interfere with the use and cccupancy of
the Demised Premises; and provided, that the Landlerd shall
give Tenant not lesg than five (5) business days notice of
such inspsctions and tests; and provided, that Landlord
shall indemnify and hold Tenant harmless from any and all
costs, damages and liabilities (including reascnable
attorneys fees) to the extent that such inspection and
testing causes the release {(or claims thereof) of Regulated
Materials, or to the extent Tenant ls otherwise damaged or
reasonably incurs costs and expenses in connection with the
foregoing; and further provided, that any land and any
portion of the Facllity disturbed by such inspection and
testing shall be forthwith restored to their condition prior

to testing.

SECTION 3. USE UF THE DEMISED PREMISES/RESTRICTIONS.

{a} During the Primary Term, the Responsible Party, and
during the Remaining Term, the Tenant, shall have the right to
use the Demised Premises for the construction, installation,
equipping, testing, operaticn, use, repair and replacement
{including improvements and additions) of the Facility, to the
extent the same is lawfully permitted under applicable building,
zoning and other laws, rules, and regulations, and for no other
use or purposae. The construction, installation, equipping,
testing, operation and use of the Facility shall be undertaken
and maintained at all times in strict compliance with the
requirements of the Permits and Approvals and the Access

Eagsement.

{b) The Responsible Party shall not use or permit the use
of the Demised Premises or any portion thereof for the use,
generation, treatment, storage or dispocsal of Regulated
Materials, except and oanly to the extent that the presence and
use of the Regulated Materials are required for the operation of
the Facility and are propearly licensed and approved by all
appropriate governmental authorities, and in accordance with
applicable laws and regulaticns. The Respensible Party shall
promptly provide the Landlord with copies of all notices received
by it, including, without limitation, any notice of violations,
notice of responsibility or demand from any federal, state or
local authority or official in connection with the presence or
use of Regulated Materials in or about the Demised Premises. In
the event that the Responsikle Party, its agents, representatives
or those claiming under it cause any release of Regulated ‘
Materials upon the Demised Premises, or use Regulated Materiazls
on the Demised Premises in vioclation of any applicable law,
regulation or license, the Responsible Party shall promptly
remedy the problem or vioclation in accordance with all applicable
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aws and reguirements, and shall indemnify, defend and hold the
Landlord harmless from and against all loss, damage, claims,
liabilities, Judgments, costs and expenses, including reasonable
attorneys’ fees and the cost of litigation, arising from the
presence or release of such Regulated Materials or the
remsdiation thereof. The foregoing indemnity provision shall
survive the expiry or earlier terminpnation of this Leass. Hothing
herein shall be deamed to prohibit the *awful use of customary
fuels to provide heat or power to the Facility, or the storage
and use of customary cleaning materials and office and other
supplies, provided that all such fuels and materials are stored
and used in a lawful wmapner, in accordance with the terms of any

applicable permit or license.

ARTICLE IT1 PRIMARY TERM

Until the first date on which the Facility Lease Agreement
shall no longer be in full force and effect and the Lessee
thereunder shall have paid a2ll amounts due and payable under said
Facility Lease Agresment (the "Primary Term Termination Date’),
this Lease shall be governed by the following provisions:

SECTION 4. PRIMARY TERM. The primary term of this Lease shall’
commance on the Term Commencement Date and shall expire on the
Primary Term Termination Date (the "Primary Term”).

SECTICON 5. QUIET ENJOYMENT. The Tenant shall peaceably and
guietly have, hold and enjoy the Demised Premises for the Primary

Texrm hereocf.

SECTION 6. RENT. The Landlord hereby acknowledges receipt of
rent for the entire Primary Term herecof in the sum ¢f One Hundred

Dollars {8100.00}) (the "Base Rant™)}.

SECTION 7. TAXNES AND OTHER IMPOSITIONS.

{a) A1l Impositions shall be paid by the Responsible Party
as provided in the Facility Lease Agreement,.

{(by If, by law, any Imposition is payable, or may at the
option of the taxpayer be paid, in installments (provided no
lien, interest, penalty or cotherwise shall accrue on the unpaid
balance of such Imposition), the Responsible Party may pay the
same in such installments, as the same become due and pavable. .
All Impositions assessed or imposed for the fiscal period in
which the Primary Term of this Lease commences, or for the fiscal
period in which the Primary Term of this Lease terminates, shall
be apport‘oned pro rata between Landlord and the Responsible

Party in acccordance with the por*lon of such fisc al period during
which such Primary Term shall be in effect.

Willamette Management Associates



Joe AL Conrer, Esg,

June 29, 2012
Page 134
TGT.33312.5, st A3

If the Demised Premises are not separately assessed by
the Town of Hingham, the Raesponsible Party shall be liable
throughout the Primary Term for (x) the taxes for land
attributable to the Landlord’s Premises, including the Demised
Premises, (or such other tax lot which includes the Damised
Premises) in the same proporticn as the number of square fest of
land comprising the Demised Premises bears to the total number of
square feet of land comprising the Landlord’s Premisas, including
the Demised Premises (or such other tax lot which inecludes thsa
Demised Premises) and (y) all taxes attrinbutable to the Facility
now or hereafter loecasted on the Demised Premises. If the Demised
Premises are not separately assessed, or if bills for Impositions
shall otherwise be sent to Landlord rather than to the the
Responsible Party, the Responsible Party shall, within twenty
{20} days after receipt of an inveoice from Landlord setting forth
the amount of any bill for such Impositions attributable te the
Demised Premises, pay such amounts to Landlord or directly to the
taxing authority, in which event the Landlord shall be furnished

with satisfactory evidence of such payment. .

()

{d} The Responsible Party shall have the right to contest
any Imposition by a Good Faith Contest.

SECTION 8. UTILITIES. Beginning on the Term Commencement Date,
the Responsible Party shall pay or cause to be paid, all charges
for gas, water, sewer, electricity, light, heat or power,
telephone, data communication or other utility services supplied
to the Demised Premises throughout the Primary Term heraof. The
Responsible Party shall, without cost to Landlord, procure any
and all necessary permits, licenses or other authorizations
reguired for the lawful and proper installation and maintenance
upon the Demised Premises of wires, pipes, ducts, conduits,
cablaes and other equipment and appliances for use in supplying
any such utility service to the Demised Premises (including,
without limitation, such as are required for the construction,
use¢ and operation of the Facility).

SECTION 9, COMPLIANWCE WITH IAWS.

(a) The Responsible Party shall, throughout the Primary Term
hereof and without cost to Landlord, promptly comply with all

Legal Requirements.

(b) The Responsible Party, after notice to Landlerd, may by
appropriate proceedings conducted promptly at the Responsible
Party’s own expense, in the Responsible Party’s name and/or
(whenever necessary) Landlord’s name, contest in gooed faith the
validity or enforcement of any such Legal Requirement. So long
as (i) such deferment shall not subject Landlord to a fine or

- Om
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other criminal or civil liability or penalty, (ii) the
Responsible Party shall be diligently prosecuting such conteszt to
a final determination by a court, department or governmental
authority or body having jurisdiction thereof, and (iii) the
Responsible Party shall have furnished Landlord with such
sacurity, by bend or otherwise, as Landlord may reascnably
reguest in connection with such CQHCPSL, the Responsible Party

may defer compliance with any such Legal Requirement.

SECTION 10. CONSTRUCTION OF FACILITY. Tenant shall continue the
construction, installation and equipping of the Facility in
compliance with the requirements of the Facility Lease Agreement.

SECTTON 11. IMPROVEMENTS, ALITERATIONS, ADDITIONS. Improvements,
alterations or additions shall be made as required and/or
permitted in the Pacility Lease Agreement.

SECTION 12. LIENS. No liens shall be permitted except as
provided in the Facility Lease Agreement.

SECTION 13. EASEMENTS. The Tenant and Massachusetts-American
Water Company ahall each have the right to enter into reasonable
agreements with utility companies coreating easements in favor of
such companies as are reasonably required in order to service the
Facility on the Demised Premises subject to Landlord’s consent
thereto, which consent shall not be unreascnably withheld, and
Landlord agrees to execute any and #ll documents, agreements and
instruments, and teo take all other actions, reasonably necessary
to effectuate the same, all at the Responsible Party’s sole cost

and expense.
SECTION 14. REPATRS AND MATNTENANCE. The Facility shall be

repaired and maintained by the Responsible Party as required in
the Facility Lease Agreement.

SECTION 15. OWNERSHIP OF LAND AND IMPROVEMENTS. Landlord and
Tenant acknowledge and agree that: (a) Landlord is the owner in
fee of the Demised Premises and Tenant only has the right to the
pessession and use thereof upon the terms, covenants and
conditions set forth in this Lease; and (b) during the Term,
Tenant will be the eguitable and beneficial owner of a leasehold
estate in the Demised Premises and the owner in fee of the
Facility and of all future improvements on the Demised Premises,
except for such future improvements as may be installed by the
Landlord pursuant to its Reserved nghts. Upon expiry or
termination of this Lease, the Facility and all other Tenant-~
owned improvements hersinafter installed on or at the Demised
Premises shall continue to be owned by the Tenant, and Tenant,
subject to the reguirements of Section 41 hereof, shall have the
right to remove the Facility and all such berelnaffer installed

Tenant-owned improvements.
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SECTION 16. LANDLORD MORTGAGES. Landlord hereby covenants and
agrees that during the Primary Term of this Lease, and gxcapt fer
Parmitted Brncocumbrances, Landlerd shall not have thm right or
power to mortgage or otherwisae create or suffer the creation of
any rastrictions, liens, encumbrances, rights, title or interests
in others, upon or affecting the fee interest in the Demised
Premisges, unless the same is subordinate to this Lease. TLandlord
covenants and agrees to fully perform and comply with all terms
and conditions of the Permitted Encumbrances now existing or

hersinafter created.

SECTION 17. LEASEHOLD MORTGAGES,

{a} Tenant shall have the right, during the Primary Term of
this lLease, to mortgage Tenant’s leasshold estate in the Demised
Premises, the Facility or any part or parts thereof, including
any and all improvements, appurtenances, rights, privileges and
easements benefitting, belonging or pcrtalnlng thereto, pursuant
to the Mortgage Indenture, and to assign this Lease as collateral
security for such Mortgage Indenture. It is understood that at
no time shall Landlord’s fee ownership of the Demised Premises be
encumbaered or joined, or Landlord’s rights hereunder
subcrdinated, in connection with the Martgage Indenture, the
rights of Tenant under this Section 17 being sclely to mortgage
or encumber Tenant’s leasehold estate in the Demised Premizes.

{b} During the Primary Term hereof, there shall be no
cancellation, termination, surrender, acceptance of surrender,
amandment or modification of this Lease, without the prior
written consent of the then Mortgage Trustee under the Mortgage

Indenture.

(=) The Mortgage Trustee or other acguirer of the leasehold
astate of Tenant pursuant to foreclosure, assigaoment in lieu of
foreclosure or other proceedings may, upen acquiring Tenant’s
leasehold estate, without further consent of Landlord, sell and
assign the leasehold estate on such terms and to such persons and
organ1zatlon< as are acceptable toc such Leasehold Mortgages or
agquirer and shall thereafter be relieved of all cbligations
under this Lease: provided, that such aszsignee has delivered to
Landlord its written agreement to be bound by all of the
provisions of the Lease.

{d} So long as the Mortgage Indenture is in existance,
unless the Mortgage Trustee shall otherwise expressly consent in
writing, the fee title to the Demised Premises, and the leasehold
estate of Tenant therein crzated by this Lease, shall not merge
but shall remain separate and distinct, notwithstanding the
acquisition of said fee title and said leasehold estate by
Landlord or Tenant or by a third party, by purchase or ctherwise.
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(&) In the event on any occasions hereafter Tenant seeks o
mortgage its leasehold estate, Landlord agrees te amend this
Leass from time to time to the extent reasonably requested by a
lendsr proposing to make Tenant a loan secured by a lien upcn

anant’s leasehold estate, previded that, such proposed
amendments do not materially dnd adversely zffect the rights of
Landlord or its interest in the Demised Premises. All reasonable
expenses incurred by Landlord in connection with any such
amendment shall be paid by Tenant.

(£} Tenant covenants that it will not treat this Leass as
terminated by any election made undexr Section 365(h) of the
Bankruptey Code of 1978, as amended from time to time through and
including the Bankruptey Reform Act of 1994, or under any similar
law or right of any nature, and Tenant hereby assigns to the
Mortgage Trustee any right to acquiesce in any such termination.

{g} TNotices from Landlord to the Mortgage Trustee shall be
mailed to the address for the Mortgage Trustee set forth in the
Mortgage Indenture, and those from Mortgage Trustee to Landlord
shall be mailed to the address designated pursuant to the
provisions of Section 46 hereof. Such notices, demands and
requests shall be given in the manner dascribed in Section 46 and
shall in all respects be governed by the provisions of such

Section.

SECTION 189. HAZARD/CASUALTY INSURANCE. During the Primary Term
hexsof, Landlord and Tenant acknowledge and agree that the
provisions of the Facility Lease Agroement shall determine and
govern the rights and duties of the parties hereto with respect
ta thes prévision and maintenance of hazard and casualty

insuranoe.

SECTION 19. DESTRUCTION OR DAMAGE. During the Primary Term
herecf, Landlord and Tenant acknowledge and agree that the
provisicns of the Facility Lease Agreement shall determine and
govern the rights and duties of the parties heretsc with respect
to the rebuilding and restoration of the Facility following a

casualty.

SECTION 20. COMDEMNATION. During the Primary Term heresof,
Landlord and Tenant acknowledge and agree that the condemnatiocn
provisions of the Facility Lease Agreement shall determine and
govern the r;ghts and duties of the parties hereto with respect
to the receipt and application of condemnatlon awards and
procesds, and with respect to obligations to restore the

Facility.
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SECTION 21. LIABILITY INSURBNCE. During the Primary Term herecf,
Landlord and Tenant acknowledge and agree that the public
liability insurance provisions of the Facility Lease Agreement
shall determineg and govern the rights and duties of the parties
hereto with respect to the provision and maintenance of publie

liability insurance.

SECTION 22. DEFAULTS - REMEDIES. If the Responsible Party shall
default in the performance or observance of any other provision
of this Lease to be parformed or cbserved by such Responsible
Party (notwithstanding that any such default is pursuant to or
the result of any bankruptcy or insolvency proceedings which
shall result in the postponement, sugpension or cancellation of
any such obligation of such Responsible Party under this Lease},
and such default shall continue for a period of thirty (30} days
after written notice. théreof by Landlord without being cured,
unless within such thirty (30) day period the cure thereof is
commenced and diligently prosecuted thereafter; then, Landlord
may anforce such Responsible Party’s, or as the case may be,
Tenant’'s, cobligations by suit for specific performance or
injunctive relief, or by an action for meoney damages, but in no
evant shall Landlord shall have the right to terminate this

Lease,

ARTICLE IT1 REMATINING TERM

Prom and after the Primary Term Termination Date, this Lease
shall be governed by the following provisions:

SECTION 23. REMAINING TERM.

{a} The remaining term of this Lease shall commence cn the
day following the Primaxy Term Termination Date and shall expire
on that date which is the last day of the Term, .unless socner
terminated in accordance with the provisions herecof (the

"Remaining Term").

{b) If Tenant should hold over after the end of the
Remaining Term of this Lease, the Term of this Lease shall
continue thereafter until terminated by either party by not less
than ninety (90) days’ prior written notice to the other, which
notice may, however, be given pricr to the commencement of such
holdover sc long as such notice is not given more than six (&)
months prior to such commencement., All of the terms and
provisions of this Lease in effect immediately prior to such
holdover shall be applicabla during such holdover and for any
further time following the end of the Term of this Lease during
which Temant may continue to use or occupy the Demised Premises;
provided howsver, that the annual Base Rent during any such
holdover period shall be double the annual Base Rent in effect
immediately prior to such holdover.

-1 4
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SECTION 24. QUIET ENJOYMENT. So long as Tenant shall pay the
Base Rent, Additional Rent and any other sums payable hersunderxr
ag the same become due, and shall fully comply with all of the
terms of this Lease, Tenant shall peacesably and guietly have,
nold and entdoy the Demised Premises for the Remaining Term
neresof, subiject, however, to all of ths terms (exclusive of
Article II hereof) of this Lease.

SECTION 25. RENT.

{a) Tenant agrees to pay to Landlord, as rant for the
Remaining Term hereof, the then fair market rantal value for the
pemised Premises (the "Base Rent”). Not less than seventy five
(75) days prior to the commencement of the Remaining Term (the
*ment Determination Date”), the parties shall negotiate and
astablish the amount ¢f such Base Rent, and the payment dates and
other payment terms thereof, If the parties are unable to agree
upon such falr market rental value by the Rent Determination
Date, then within fifteen (15} days after the Rent Determination
Date, each party shall select an independent MAI-qualified
appraiser, and the two appraisers shall select a third, similarly
gqualified appraiser. PEach such appraiser shall be a member in
good standing of the American Institute of BAppraisers, and shall
have at least ten (10) yvears of experience appraising commercial
property in the esastern Massachusetts area. The three appraisers
shall independently appraise the Demised Premises, and shall
deliver their respective reports to both Landlord and Tenant
within sixty (60) days after the Rent Determination Date. The
fair market rental value of the premises shall then be determined
as follews: first, average the three appraisals; then disregard
the appraisal which deviates the most from the average: then
sverage the two remaining appraisals. The average of the two
remaining appraisals shall be the fair market rental value of the
pemised Premises for purposes of determining the Base Rent for
the Hemaining Term, and shall be binding upon the Landlord and
Tenant. Each party shall bear the cost of the appraisal by the
appraiser selected by it, The cost of the appraisazl by the third
appraiser shall be shared equally by the parties.

(b) All other sums due hereunder from Tenant during the
Remaining Term shall be payable when due as additional rent
{"additicnal Rent"). The term Rent shall mean and include any
and all of the Base Rent and the Additional Rent.

{(c}) The Rent pavable by Tenant hereunder shall be paid
without notice or demand, and without abatement, deduction or
offset except as otherwise expressly provided in this Lease. The
Rent shall be paid to Landlord at Landlord’s business address set
forth on the first page of this Lease, or at such other place as
Landlord shall from time to time designate in writing. The Rent
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shall be paid in U.S. dollars, or such coin or currency of the
United States of America as at the time of payment shall be legal
tender for the payment of public and private debts,

SECTION 26. TAXES AND OTHER IMPOSITIONS.

(g} Beginning on the first day of the Remaining Term and
continuing until the end of the Lease Term, Tenant shall pay, or
cause to be paid, as the same become due and payable and before
any fine, penalty, interest or other charge may be added thereto
for nonpayment, all Impositicns. If regquested by Landloxd,
Tenant shall, in twenbty (20} days after the time above provided
for the payment by Tenant of any such Impositicn, furnish to
Landlord satisfactory evidence of such payment.

(b} 1f, by law, any Imposition is payable, or may at the
option of the taxpayer be paid, in installments (provided no
lien, interest, penalty or otherwise shall accrue on the unpaid
balance of such Imposition), Tenant may pay the same in such
installments, as the same become due and payable. ALl
Impositions assessed or imposed for the Ffiscal period in which
the first day of the Remaining Term of this Lease commences, or
for the fiscal period in which the Term of this Lease terminates,
shall be apporticned pro rata between Landiord and Tenant in
accordance with the portion of such fiscal period during which
such Term shall be in effect.

(cy If the Demised Premises are not separately assessed by
the Town of Hingham, Tenant shall be liable throughout the
Remaining Term for (x) the taxesg for land attributable to the
Landloxd’s Premises, including the Demised Premises, {or such
other tax lot which includes the Demised Premises) in the same
proportion as the number of square feet of land comprising the
Demised Premises bears to the total number of square feet of land
comprising the Landlord’s Premises, including the Demised
Premises (or such other tax lot which includes the Demised
Premises) and (y) all taxes attributable to the Facility now or
hereafter located on the Demised Premises. If the Demiged
Premises are not separately assessed, or if bills for Impositions
shall otherwise be sent to Landlord rather than to the Tenant,
Tenant shall, within twenty (20) days after receipt of an invoice
from Landlord setting forth the amount of any bill for such
Impositions attributable to the Demised Premises, pay such
amounts to Landlord or directly to the taxing authority, in which
event the Landlord shall be furnished with satisfactery evidence

of such payment.

{(d) Tenant shall have the right to contest in good faith (a
"Good Faith Contest") any Imposition by appropriate lagal
proceadings in the manner provided by law, provided that all such
proceedings shall be begun as soon as passible after +he

-1 6,..
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of any such Imposition and shall be diligently

z ed to final determination. Fayment of any such contested
*mpo%;t on may be de ferrmd pending such contest, provided that
such deferment of payment sBall not -fecpardize Landlord®s
intersst in the Demissed Premises or the Landlord’s Premises. The

Tenant shall promptly pay any such contested Impeosition, 1if at
any time, the Demised Premises, the Landlord’s Premises, or any
part thereof shall be in danger of being sold, foreclcsed,
forfeited or otherwise lost, or if Landlord shall be subiscted to
any ecriminal or civil liability or penalty for such nonpayment.
If requested by the Landlord, the Tenant, in connection with any
such contest, shall post an appropriate bond or other security as
may be reasonably necessary either (i) to cover the amount of the
contested Imposition, with interest and penalties, for the period
which such proceedings may be expectad to take, or (ii) to remove
any lien which has attached or which has been imposed on the
Landlord’ s Premises or the Demised Premises. Any such contest
shall be undertaken at the sxpense of the Tenant, and shall, at
the election of Tenant, be in the name of Tenant or in the name
af Landleord cr in the names of both. At the request of Tenant
and without expense to the Landlord, Landlord shall jein in any
contest and execute any and all documents in connection therewith
as Tenant may reasonably reguest. Tenant shall indemnify
Landlord against and save Landlord harmless from all loss,
damage, claims, liabilities, judgments, costs and expenses,
including reasonable attorneys’ fees and the cost of litigation,
arising out of any such contest or out of thée deferment of
payment of any such contested Impositicon, Until such time as an
abatement or refund shall be obtained, an Imposition shall be
deemed to be tha amount assessed; after an abatement or refund
shall be obtained, the Imposition shall be deemed to be the
amount assessed, less the net abatement or refund.

SECTION 27. UTILITIES. Beginning on the first day of the
Remaining Term, Tenant shall pay oxr cause to be paid, all charges
for gas, water, sewer, electricity, light, heat or power,
talephone, data communication or cother wtility services supplied
to the Demised Premises throughout the Remainiag Terxm hereof.
Tenant shall, without cost to Landlord, procure any and all
necessary permits, licenses or cther authorizations required for
the lawful and proper installation and maintenance upon the
Demised Premises of wirss, pipes, ducts, conduits, cables and
other equipment and appliances for use in supplying any such
utility service to the Demised Premises {including, without
limitation, such as are required for the conatruction, use and

operation of the Facility).

SECTION 28. COMPLIANCE WITH LANWS.

{a) Tenant shall, throughou® the Remaining Term hereof and
without cost to Landlord, promptly comply with all Legal
Requirements.

S

Willamette Management Associates



Joe AL Conner, Bsg.
June 29, 2012
Page 142

BRI A 5 N SRR e B T I

PRSP R I

{by Tenant, after pnotice to Landlord, may by appropriate
proceedings conducted promptly at Tenant’s own expense, in
Tenant’ s name and/or (whenever necessary) Landlerd’s name,
contest in good faith the validity or enforcement of any such
Legal Requirement. So long as (i) such deferment shall not
subject Landlord to a fine or other criminal or civil liability
or penalty, {ii} Tenant shall be diligently prosecuting such
contest to a final determination by a court, department or
governmental authority or body having Jurisdiction thereof, and
(iii) Tenant shall have furnished Landlord with such security, by
bond or otherwise, as Landlord may reasonably reguest in
connection with such contest, Tenant may defer compliance with

any such Legal Reguirement.

SECTION 29. IMPROVEMENTS, ALTERATIONS, ADDITIONS. No substantial
portion of the Facility constructed on the Demised Premises shall
ba demolished or removed by Tenant, and Tenant shall not at any
time during the Remaining Term make, or permit tc be made, any
alteration, rebuilding, replacement, change, addition or other
improvement in or to the Demised Premises or to the Facility
thereon, sxcept in compliance with the following conditions:

{2} No such work shall be performed during the Remaining
Term which would interfere with or change the permitted use of
the Demised Premises for the siting and operation of a water
treatment facility as set forth in Section 3{a) hereof;

(b} In the case of demolition cof any portion of the
Facility, the demolished structures shall be replaced by others
having a value, upon completion, at least egquzl to those
demolished, and Tenant shall, before commencing the work of
demolition, furnish Landlord with a bond or other rveasonably
satisfzctory evidence that shall replacement structures will be

completed and paid f£or;

{c) In the case of any work other than demolition of a
structurs, the Facility upon the Damised Premises shall continue
to be at least equal in value, after such work, as before;

(d) All such work shall be performed in a good and
workmanlike, first-class manner, at Tenant’s sole cost and
expense, and shall not weaken or impair the structural strength,
or lessen the value, of any portion of the Facility as shall bse
upon the Demised Premises at the time;

specifications therefor which shall be first submitted to and
approvad in writing by the Landlord;

(e} All such work shall be done according to plans and

- B
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{f) Before the commencement of any such work, such plans
and specifications shall be filed with and approved by all
governmental departments or avthorities having Jurisdiction,
Tepant shall have procured and paid for all rzcuired permits,
licenses and authorizations, and all such work shall be done
subiject to and in accordance with the regquirements of law and
local regulations of all governmental departments or authorities
having jurisdiction and in accordance with all such approvals,
permits, licenses and authorizations;

{¢7) Before the commencement of any such work, Tenant shall
furnish to Landlord owner’s protactive liability and property
damage insurance, in such amounts as Landlord shall reasonably
request, covering the risk during the zourse of such work; and

{n} Befors the commencement of any such work, Tenant shall
deliver to Landlord such certificates as Landlord shall
reasconably request evidencing adeguate worker’s compensaticon
insurance in connection with such work.

SECTION 30. LIENS. Tenant covenants and agrees to pay promptly
all sums legally due and payable for work, labor, services and
materials, and for the procurement of any necessary permits or
licenses, in connectlon with the constructicn or installation of
any improvements or additions on the Demised Premises as to which
any lien is orxr legally can be asserted against Landlord’s or
Tenant’s interest in the Demised Premises or any such
improvements or additiocms. If any mechanic’s, materialman’s or
similar lien shall at any time be filed against Landlord,
Landlord’ s Premises or the Demised Premises, Tenant shall cause
the same to be discharged of record within forty-five (45) days
after the date of filing of the same, unless Tenant shall in good
faith determine that the amount or validity of such claimed lien
should be contested, in which case Tenant shall have no
obligation to discharge such lien so long as Tenant, if regquested
by Landlord, shall within such forty-five (45) day period,
furnish a surety bond or other security reasonably satisfactory
to Landlord adequate to protect the Demised Premises, the
Landlord’s Premises and Landlord against such lien and zhall in
good faith diligently prosecute such contest to a final
determination by appropriate legal proceedings. If Tenant shall
fail to discharge such claimed lien or furnish such bond or octher
security within such forty-five (45) day periocd, then, in .
addition to any octher right or remedy of Landlord, Landlord after
notice to Tenant may, but shall not be obligated to, discharge
the same either by paying the amount claimed to bs due or by
procuring the discharge of such lien by deposit in court or by
giving security or in such other manner as is ncw or may be
prescribed by law. Any such payment or deposit made by the

_lgw
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Landlord shall be immediately repayable to the Landlord by the
Tepant, which repayment obligastion shall be deemed to be
Additional Rent payable pursuant to Sectlon 25(b) hereof.

SECTICN 31. EASEMENTS. Tenant shall have the right to enter into
reasonable agreements with utility companies creating easements
in favor of such companies as are reasonably required in erder to
segrvice any improvements or additicons on the Demised Premises
subiject to Landlord’s consent thereto, which conzent shall not be
unreasonably withheld, and Landlord sgress to execute any and all
documents, agreements and instruments, and to take all other
actions; reasonably necessary to effectuate the same, all at

Tanant’s sole cost and sxpensa.

SECTICH 32. REPAIRS AND MATNTENANCE. Tenant shall throughout the
Remaining Term hereof, at Tenant’'s scle cost and expense, kesep or
cause to be kept the Demised Premises and the Facility in good
order and first-class condition (damage cr destruction caused by
ordinary wear and tear and Landlord’s sole negligence or default
excepted) and shall promptly make all necessary repairs thereto,
intericr, exterior, structural and nonstructural, ordinary as
wall as extraordinary, foreseen as well as unforeseen, which
Tenant considers appreopriate. There is also excepted from the
requirements of this Secticon any loss caused by an Appropriation
for which provision is made in Section 38 hereof for the
termination of this Lease, if such termination cption is
exercised by Tenant. DLandlord, pursuant to the requirements of
this Lease, shall bhave no responsibility whatsoever in respect of
maintenance or rapair, except to the limited extent that the
necesgsity therefor is caused solely by landlord’s negligence or
default, it being intended that {except as aforesaid) Tenant
shall have the full responsibility therefor.

SECTION 33. CWHERSHIP OF LAND AND IMPROVEMENTS. Landlord and
Tenant acknowledge and agree that: (a) Landlord is the owner in
fee of the Demised Premises and Tenant only has the right to the
possession and use thereof upon the terms, covenants and
conditions set forth in this Lease:; (b) during the Term, Tenant
will be the egquitable and beneficial ocwner of a leasehold estate
in the Demised Premises and the owner in fee of the Pacility and
of all future improvements on the Demised Premises, except for
such future improvements as may be installed by the Landlord
pursuant to its Reserved Rights:; and (¢) neither party shall
voluntarily take any position inconsistent with the foresgoing
provisions hereof for accounting, for federal or state income tax
purpcses, for insurance or eminent domain purposes, or otherwise.
Upon expiry or termination of this Lease, the Facility and all
other Tenant-owned improvements hereinafter installed on or at
the Demised Premises shall continue toc be owned by the Tenant,
and Tenant, subject to the requirements cf Section 41 hereof,
shall have the right to remove the Facility and all such
hereinafter installed Tenant-owned improvements.

()
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SECTION 34. LANDLORD MORTCAGES, Landlord hereby covenants and
agrees that during the Remaining Term of this Lease, and except
for Permitted Encumbrances, Landlord shall not have the right or
powaer to mortgage or otherwiszse create or suffer ths creation of
any restrictions, liens, encumbrances, rights, title or interests
in cthers, upon or affecting the fee interest in the Damised
Promises, unless the same 13 subordinate to this Lasase. Landlord
covenants and agrees to fully perform and comply with all terms
and conditions of the Permitted Encumbrances now existing or

hersinaftser crsated.

SECTION 35. LEASEHOLD MORTGAGES.

{a} Tenant shall have the right, at any time and from time
to time during the Remaining Term of this Lease, to mortgage
Tenant’s leasehold estate in the Demised Premises, the Pacility
or any part or parts thereof, including any and z2ll improvements,
appurtenances, rights, privileges and easements benefitting,
belonging or pertaining thereto, to an Instituticnal Lender and
Lo assign this Lease as collateral security for such mortgage and
to renew, modify, consclidate, replace, extend or refinance such
mortgage, so long as the term of any such mortgage (hereinafter a
"Leasehoeld Mortgage”) shall be for a pericd, as at the inception
thereof, that shall be wholly within the Remaining Texm of this
Lease and any then exercised extensions of the Term. It is
understcod that at no time shall Landlord’s fee ownership of the
Demised Premises be encumbered or joined, or Landlord’s rights
hereunder subordinated, in connection with any Leasshold
Mortgage, the rights of Tenant under this Section 35 being soleély
to mortgage or encumber Tenant’s leasshold estate in the Demised

Premises.

{b) If Tenant shall mortgage its lesasehold estate in
accordance with the foregoing provisions, Landlord agrees that so
long as any such Leasehold Mortgage shall remain unsatisfied of
record, and provided that written notice of such Leasehold
Mortgage is given to Landlerd (in the manner set forth in
Section 46 herecf) by the holder (a "Leasshold Mortgagea™) of
such Leasehold Mortgage, which notice shall include such holder’s
mailing address for notice purposes hersunder and be accompanied
by a recorded copy of the Leasehold Mortgage, the following
provisions shall apply with respect to each such Leasshold

Mortgage:
{i}) Leaschold Mortcagee Consent. There shall be no
cancellation, termination, surrender, acceptance of

surrender, amendment or modification of this Lease, without
- the prior written consent of each such Leasehold Mortgagee.

D]
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{ii) Default Notices. Landlord, upon providing
Tenant any notice of: (1) default under this Lease, or
{2) a termination of this Lease, or (3) a matter on which
Landlord may predicate or claim a default, shall at the same
time provide a copy of such notice to each Leasehold
Mortgagee. HNo such notice by Landlord to Tenant skall be
deemed to have been duly given unless a copy thereof has
been so provided to every Leasehold Mortgagee. From and
after the giving of such notice te a Leasshold Mortgagae,
such Leasehold Mortgagee shall have the same pericd, after
the giving of such notice to it, for remedying the defaults
or acts or omissions which are the subject matter of such
notice or cauvsing the same to be remedied, as is given
Tenant after the giving of such notice to Tenant, plus in
each instance, the additional period of time specifisd in
subsections (iii) and (iv) of this Section 35{b) to remedy,
commence remedying or cause to be remedied the defaults or
acts or omissions which are specified in any such notice,
Landlord shall accept such performance by or at the
instigation of such Leasehold Mortgagee as if the same had
been done by Tenant. Tenant auvthorizes each Leasehold
Mortgagee to take aay such action at such Leasshold
Mortgagee’s option, and Tanant does hereby authorize entry
upon the Demised Premises by the Leasehold Mortgagee for

such purpose.

{(iidy Additional Notice to Leasehold Mortgagee.

(1) Anything contained in this Lease to the contrary
notwithstanding, if any default shall occur which entitles
Landlord to terminate this Lease, Landlord shall have no
right to terminate this Lease unless, following the
expiration of the period of time given Tenant to cure such
default or the act or omission which gave rise to such
default, Landlord shall notify every Leasshold Mortgagee of
Landlord’s intent to 8o terminate (a "Termination Notice™)
at least thirty (30) days in advance of the proposed
effective date of such termination if such default is
capable of being cured by the payment of money, and at least
forty~-five (45) days in advance of the proposed effective
date of such termination if such default is not capable of
being cured by the payment of money. The provigions of
subssction 35(b) (iv) below shall apply if, during such 30~
or 45-day periocd (the "Termination Notice Period™), any
Leasehold Mortgagee shall:

{a) notify Landlord of such Leasehold Mortgagee’s desire
to nullify such notice, and
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e paid all Base Rent, Additional
Rent, and other payments then due and in arrears as specified
in the Termination Notice to such Leaseshold Mortgagee and which
may beccme due during such Termination Notice Periecd; and

(b) pay or cause to
8
e

{e¢y}  comply or in good faith, with reascnable diligence
and continuity, commence to comply with all non-monetary
requirements of this Lease then in default and reasonably
susceptible of being complied with by such Leasehold Mortgagee,
provided however, that such Leasehold Mortgagee shall neot be
required during such Termination Hotice Period to curs or
commaence to cure any default consisting of Tenant’s failure to
satisfy and discharge any lien, charge or encumbrance against
the Tenanib’s interest in this Lease or the Demised Premisas
junior in pricrity to the lien of the mortgage held by such
Leazehold Mortgagee.

{iv) Proscedure on Default.

(1) If Landlord shall elect to terminate this Lease by
reason of any default of Tenant, and a Leasehold Mortgagee
shall have proceeded in the manner provided for by
subsection 35(b) (iii) above, the specified date for the
termination of this Lease as fized by Landlord in its
Termination Notice shall be extended for a period of six (6}
months, provided that such Leasehold Mortgagee shall, during
such six-month period:

{8} pay or cause to be paid the Base Rent, Additional
Rent and other monetary obligations of Tenant under this Lease
as the same become due, and continue its good faith efforts to
perform all of Tenant’s other obligations under this Lease,
axcept (x) obligations of Tenant to satisfy or otherwise
discharge any lien, charge or encumbrancs against Tenant’s
interest in this Lease or the Demised Premises junior in
priority to the lien of the mortgage held by such Leasehold
Mortgagee and (y) past non-monetary obligations then in dafault
and not reascnably susceptible of being cured by such Leasehold

Mortgagee; and

(b} if not enjoined or stayed, take steps to acquire or
gell Tenant’s interest in this Lease by foreclosure of the
Leasehold Mortgages or other appropriate means and prosacute
the same to completicon with due diligence.

(2) If at the end of such six-month period such
Lgasehold Mortgagee is complying with subsection 16(b) (iv) (1)
above, this Lease shall not then terminate, and the time for
completion by such Leasehold Mortgagee of its proceasdings shall
continue so long as such Leasehold Mortgagee proceeds to

- B
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complete steps to acgquire or sell Tenant’s interest in this
Lezse by foreclosure of the Leasehold Mortgage or by other
appropriate means with reasonable diligence and continuity.
Nothing in this subsection 35(b) (iv), however, shall be
construed to extend this Lease beyond the original Term
thersof, as extended by any options to extend the term of this
Lease properly exercised by Leéssee or a Leaschold Mortgagee,
nor to require a Leasehold Mortgagee to continue such
foreclosure proceedings after the default has been cured. If
the default shall be cured and the Leasehold Mortgagee shall
discontinue such foreclosure proceedings, this Leass shall
continue in full force and effect as if Tenant had not
defaulted hareunder.

(3) If a Leasshold Mortgagee is complying wit
sybsection 35(b) (iv) (1) above, upon the acquisition of Tenant’s
leaschold estate herein by such Leasehold Mortgagee (or its
aomines) or by any other purchaser at a foreclosure sale or
otherwise and the discharge of any lien, charge or encumbrance
against the Tenant’s interest in this Leass or the Demised
Premises which is junior in priority to the lien of the
Leasehold Mortgage held by such Leasehold Mortgagee and which
the Tanant is obligated to satisfy and discharge by reason of
the terms of this Lease, this Lease shall continue in full
force and effect as if Tenant had not defaulted hereunder.

{4} For the purposes ¢f this Section 35 the making of a
Leasehold Mortgage shall not be deemed to constitute an
assignment or transfer of this Lease or of the leaschold sstate
hereby created, nor shall any Leasehold Mortgagee, as such, De
deemed to be an assignee or transferee of this Lease or of the
leasehold estate hereby created so as to reguire such Leasehold
Mortgagee, as such, to assume the performance of any of the
terms, covenants-or cenditions on the part of the Tenant to be
performed hereunder, but the purchaser at any sale of this
Lease and ¢of the leasehold estate hereby created in any
procegedings for the foreclosure of any Leasehold Mortgage, or
the assignee or transferse of this Lease and of the leasshold
estats hereby created under any instrument of assignment or
transfer in lieu of the foreclecsure of any Leasehold Mortgage,
shall be deemed to be an assignee or transferee within the
meaning of this Section 35, and shall be deemed to have agreed
to perform all of the terms, covenants and conditions on the
part of the Tenant to be performed hersunder from and aftexr the
date of such purchase and assignment, buf only for so long as
such purchaser or assignee is the owner of the leasehold
estate. Such purchaser or assignee may use the Demised
Pramises only for the purposes permitted under Section 2
hereof, If the Leasehold Mortgagee (or its nominee) shall
nacome holder of the leasshold estate and if the Facility and
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any other Tenant-owned improvenents on the Demised Premigses
shall have been or become materially damaged on, before or
after the date of such purchase and assignment, the Leasehold
Mortgagee (or its nominee) shall be obligated to repair,
replace or reconstruct the Facility or other improvements anly
to the extent of the net insuraznce proceeads received by the
Leasehold Mortgagee (or its nominee) by reascn of such damage.
However, should such net insurance proceeds be insufficient to
repair, replace or reconstruct the Facility or other
improvements to the extent required hereunder, and should the
Leasehold Mortgagse {(or its nominee) choose not to fully
reconstruet the Facility or other improvements to the extant
requiraed, such failure shall constitute an event of default

under this Lease.

(5} Any Leasehold Mortgages or other acguirer of the
leasehold estate of Tenant pursuant to foreclosure, assignment
in lieu of foreclosure or other proceedings may, upon acguiring
Tenant’s leasehold estate, without further comnsent of Landlord,
sall and assign the leasehold estate on such terms and to such
persons and organizations as are acceptable to such Leasehold
Mortgagee or acqguirer and shall thereafter be relieved of all
obligations under this Lease; provided, that such assignee has
delivered to Landlord its written agreement to be bound by all

of the provisions of the Lease.

{v) New Lease. In the avent of the termination of this
Lease as a resgult of Tenant’s default, Landlord shall, in
addition to providing the notices of default and termination as
required by subsections 35(b) (ii) and ({iii) above, provide each
Leasehold Mertgagee with written notice that the Lease has been
terminated, together with a statement of all sums which would
at that time be due under this Lease but for such termination,
and of all other defaults, if any, then known to Landlord.
Landlord agrees to enter into a2 new lease ("New Lease”) of the
bemised Premises with such Leasehold Mortgagee (or its nominee)
for the term equal to the remainder of the Remaining Term of
this Lease, effective as of the date of termination, at the
Base Rent and Additional Rent, and upon the terms, covenants
and conditions {including all options to extend but excluding
requirements which are not applicable or which have already
been fulfilled) of this Lease, provided:

(1) Such Leasehold Mortgagee shall make written request
upcn Landlord for such New Lease within sixty (60) days after
the date such Leasehold Mortgagee is given Landlord’s
termination notice given pursuant to this subsection 35(b) {v).
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{(2) Such Leaseheld Mortgagee (or its nominee) shall pay
v czuse to be paid to Landlord at the time of the axecution
and delivery of such New Lease, any and all sums which would at
the time of execution and delivery of such New Lease have been
due pursuant to this Lease but for such termination and, in
addition therete, all reasonable expenses, including reascnable
attorneys’ fees, which Landlord shall have incurred by reason
of such termination and the execution and delivery of the New
Lemse and which have not ctherwise been received from Tenant or
cther party in interest under Tenant. Upon the execution of
such New Lease, Landlord shall allow to the tenant named
tharain as an offset against the sums otherwise due under this
gsubsection 35(bh) (v} or under the New Lease, an amount, if any,
egual to the net income derived by Landlord from the Demised
Premises during the period from the date of termination of this
Lease to the date of the beginning of the lease term of such
New Lease. In the event of a controversy as to the amount to
be paid to Landlord pursuant to this subsection 35(b) (v), the
payment obligaticon shall be satisfied if Landloxrd shall be paid
the amcunt not in controversy, and the Leasehold Mortgagee (or
its nominee) shall agree to pay any additional sum ultimately
determined to be due plus interest at a rate egqual to the Bank
of Boston Prime Rate, and such obligation shall be adequately

secured.

(3} Such Leasehold Mortgagee (or its nominee) shall
agree to remedy any of Tenant’s defaults of which said
Leasehold Mortgagee was notified by Lessor’s termination notice
given under this subsection 35(b) (v} and which are reasonably
susceptible of being so cured by Leasehold Mortgagee (or its

nominee) .

{4) Any HNew Lease made pursuant to this
subsection 35(b) (v) sghall be prior to any mortgage or other
lien, charge or encumbrance on the fee of the Demised Premises
and the tenant under such Wew Lease shall have the same right,
title and interegt in and to the Demised Premises, the Facility
and the other improvements thereon as Tenant had under this

Lease.

{3) The tenant under any such New Lease shall be liable
to perform the obligations imposed on the tenant by such New
Lease .cnly during the period such person has ownership of such

leasehold astate,

{vi) New Lease Priorities, If more than one Leaschold
Mortgagee shall reguest a New Lease pursuant to
subsection 35(b) {v) above, Landlord shall enter intc such New
Lease with the Leaschold Mortgagee whose mortgage is prior in
lien, or with the nominee of such Leasshold Mortgagee..
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Landlord, without liability to Tenant or any Laasshold
Mortgagee with an adverse claim, may rely upon a mortgagee
title insurance policy issued by =z responsible title insurance
company doing husiness in The Commonwsalth of Massachusetts as
the basis for determining the appropriate Lesasehold Mortgages
who is sntitled to such Vew Lease. .

{viiy Leasehold Mortgages Need Hot Cure Specified
Dafaults. Wothing herein contained shall require any Leasshold
Mortgagee (or its nominee) as a condition to its axercise of
any right hereunder to cure any default of Tenant not
reasonably susceptible of being cured by such Leasehold
Mortgagee (or its nominee), in order to comply with the
provisions of subsections 35 (b} (1ii) or (iv}, zbove, or as a
condition of entering into the New Lease provided for by
subsection 353(b) {v) above.

{viii} Eminent Domain. Tenant’s share, as provided by
Sectlion 38 of this Lease, of the procesgds arising from an
Appropriation shall, subject to the provisions of such Section,
be disposed of as provided for by the senior Lesasehold

Mortgage.

{(ix]) Casualty Loss. A standard mortgagee clause naming
each Leasehgld Mortgages may be added to any and all insurancs
policies required bto be carried by Tenant {or for Tenant’s
benaefit)] hereunder on condition that the insurance proceeds are
to be applied in the manner specified in thig Lease and the
Leasehold Mortgage shall so provide; except that, the Lesasehold
Mortgage may provide a2 manner for the dispesiticon of such
proceeds, 1f any, otherwise payable directly to the Tenant (but
not such proceeds, if any, payable Jjointly to the Landlord and
the Tenant) pursuant o the provisions of this Lease,.

{x%) Ho Merger. So long as any Leasehold Mortgage is in
existence, unless all Leasehold Mortgagees shall otherwise
expressly consent in writing, the fea title to the Demised
Premises, and the leaseheld estats of Tenant therein coreated by
this Lease, shall not merge but shall remain separate and
distinct, notwithstanding the acquisition of said fee title and
said leaseheld estate by Landlord or Tenant or by a third
party, by purchase or otherwise.

(xi) Future Amendments. In the event on any cccasions
ereafter Tenant seeks to mortgage its leasghold astate,
Landlord agrees to amend this Lease from time to time to the
extent reascnably reguested by an Institutional Lender
prepesing to make Tenant z loan sscured by a lien upon Tenant’s
leasehold astate, provided that, such proposed amendments do

g
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not materially and adversely affect the rights of Landlord or
its interest in the Demised Premises. All reasonable sxpenses
incurred by Landlord in connection with any such amendment

shall bs paid by Tenant.

(%ii)
not btreat this Lease as terminated by any election made under
Section 365(h) of the Bankruptcy Code of 1578, as amended from
time to
1994, or under any similar law or right of any natuere, and
Tenant hereby Jsslqns te the senior Leasshold Mortgagee any
right to acguiesce in any such terminaticn,

{xiid) Notices. HNotices from Landlord to the Leasshold
Mortgages shall be mailed to the address furnished Landlozd
pursuant to Section 35(b) above, and those from a Leasaheld

&ortgagee to Landlord shall be mailed to the address designated
pursuant to the provisicns of Section 46 heresof. Such notices,

demands and requests shall be given in the manner described in
Section 46 and shall in all respects be governed by the
provisions of such Section.

SECTION 36, HAZARD/CASUALTY INSURANCE.

{a}) Tenant shall at all times during the Remaining Term
hereof cause the Facility and any other improvements erected by
Tenant on the Demised Premises to be insured for the benefit of
Landlord, Tenant, and the holders of any mortgage on either the
Demized Premises or Tenant’s leasehold estate therein, as their
respective interests may appear, against loss or damage by fire
cr by any casualty insured against under the standard form of
extended coverage endorsement {including without limitation
earthquake damage) and insuring against damage by flood, to the
extent that the Demised Premises are located in a so~called fload
hazard area, such coverage to be provided on a builder’s risk
coverage, so-called, during ceonstruction of any additions or
improvements thereto. All such insurance shall be in amounts
equal to not less than one hundred percent {(100%) of the
ingurable value of all buildings and improvements (exclusive of
cest of excavation, foundation walls and footings below the
ground floor), with one hundred percent replacement cost
endorsement, non-reporting and increased cost cf construction
forms. Rent insurance/business interruption coverage shall also
be obtained and carried by Tenant during the Remaining Term for
the benefit of Landlord, Tenant and the holders of any such
mortgage, in an amount equal to twenty-four (24) months of rental
inceme caleulated at the then effective Base Rent. Tenant shall,
within thirty (30) days after the execution hereof and thereafter
at least thirty (30) days prior to the expiration of any then
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existing policy, furnish to Landlord certificates stating that
the amount of insurance {and if applicable, the policy coverage
period] has been extended by the insurance company or by its duly
authorized agent. All such pelicies to the extent cobtainable
shall contain a provision that the same shall not be cancelled or
terminared except upon at least thirty (30) days’ written notice
to Landlord aznd the helders of any mortgages on the Demised
Premizes or Landlord’s fee interest. Landlord acknowledges that
its sole interest in such insurance is to require the proceeds
thereof to be used to effect repairs and restoration as set forth
in Section 37. All such insurance shall be adjustable by Tenant
with the consent of Landlord, which consent shall not be
unregasonably withheld, but shall be payable to the holder of any
mortgage on the Demised Premises or such fee interest, to be held
and dealt with as provided in Sectiocn 37.

{b) If Tenant shall fail to insure or keep insured the
Facility and any other improvements upon the Demized Premises in
the manner provided in subparagraph (a) of this Section 26,
Landlord may, but shall not be required to, obtain and pay for
such insurance, but only after the expiration of ten (10) days
following written notice to Tenant specifying such failure,
without such failure having been cured within said ten-day
periocd. If Landlord shall so obtain and pay for such insurance,
such payment shall be immediately reimbursed to Landlord by
Tenant, and shall be deemed to be Additional Rent payable an

demand .

SECTION 37. DESTRUCTION CR DAMBAGE.

{2) In the event the Facility and any other improvements
constructed by Tenant on the Demised Premises shall during the
Remaining Term hereof e damaged {(in whole or in part} or
destroysd by fire or other cause, Tenant shall give Landloxd

rompt written notice thereof and Tenant, without cost to
Landlord, shall with all reasonasble diligence cause the same to
be repaired, replaced or rebuilt. Within thirty (30) days afterxr
the occurrence of the event causing such damage or destruction,
Tenant shall advise Landlord in writing of Tenant’s plans to
repair or rebuild and of the estimated schedule for commencement

and completion thereof.

{b} Buch work of repair, replacement or rebuilding shall be
commenced as promptly as possible after the occurrence of the
event causing such damage oxr destruction, shall bes undertaken
only in compliance with the applicable provisions of
Section 29(a)~-(h) herecf, and shall thersafter be diligently
prosecuted to completion. Tenant’s okligation so to repair,
roplace and rebuild hereunder shall continue notwithstanding that
the cost thereof is in excess of the net insurance procesds
available to Tenant for such purposes.

“) Q=
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(e) Bach party hereby waives all liability of and all
rights of recovery and subrogation against the other party or any
of the cfficers, agents, or employees of the other party for any
loss of or damage to property arising out of fire or casualty,
and each party hereby agrees that neither such party nor any of
its officers, agents, employeess, ox iks or their insurers will
suve the other party or any of the officers, agents or employaes
of the other party, for any loss of or damage to propaerty arising
out of fire or casualty. Each party Ffurther agrees that all
casualty insurance policies carried by such party will contain
waivers by the insurer of such liability, recovery, subrogation
and suit.

SECTION 38. CONDEMNATION.

(a} In the event of a taking of or damage to all or any
part of the Demised Premises, the Facility or any other
improvements thereon by any public or quasi-public authority
under any statute or by reason of the exercise of the power of
eminent domain, whether by condemnation proceedings or otherwise;
or any transfer of all or any part of the Demised Premises, the
Faecility or any such improvements made in avoidance of an
exercise of the power of eminent domain (all of the foregoing
being hereinafter referred tc as an "Appropriation") during the
Remaining Term of this Lease, the rights and obligations of
Landlord and Tenant with regard to such Appropriation, including
rights to the award therefrcm and including compensation,
gsaverance or other damages, and interest, shall be as provided in

this Section.

{(b) If the whole of the Demised Premises shall be so taken,
this Lease shall automatically terminate as of the date that
possession is taken. In the event that less than the whole, but
more than ten (10) percent, of the Facility constructed by Tenant
on the Demised Premises shall be taken by public or quasi-public
authority and such Facility cannot be reascnably restored,
repaired or reconstructed to its prior economic value and use,
Tenant shall have the option to terminate this Lease as of the
date Tenant shall be dispossessed from such Facility so taksan, by
exercising the option as hereinafter described. If the parties
hereto are unable to agree as to the percentage of the Pacility
affected by the Appropriation and/or as to whether the Facility
can b2 so reasonably restored, rapajred or reconstructed, the
dispute shall be submitted to the Independent Engineer (as
defined in the Facility Lease Agreement), whose written report
and conclusions shall be binding on both parties. Such option to
terminate shall be exercisable by Tenant at any time subsequent
to the filing of the condemnation action and prior to the
expiration of thirty (30) days after the day of such
dispossession by giving written notice thareof to Landlord.

w3 -
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(¢}  In the event that a portion of the Facility situated con
the Demised Premises shall be so taken and if this Lease shall
not be terminated pursuant to the provisions of the foraegoing
Section 28(b), Tenant shall at its sole cost and expense promptly
and with reasonable diligence restoxe, repair or reconstruct the
Faclility so that when sc restorad, repaired or recoanstructed such
Facility shall be of substantially the same quality and character
lexcept as to size) as existed immediately prior to such taking.
All such repair and restoration work shall be undertaken enly in
compliance with the applicable provisions of Section 29¢a) - ()
herecf, Tenant’s cobligation zo to restore, repair and
reconstruct hereunder shall not be excused or limited in any way
on account of the cost therecf being in excess of the proceads
of the net award available to Tenant for such purposes.

(d) In the event of any such termination azs a result of
such an Appropriation, Landlord shall be entitled to receive the
entire award paid for the land included in the Demised Premises
3¢ taken, considering, however, that the land is subject to this
Lease at the Base Rent, Additiocnal Rent and other payments herein
set forth, together with the entire amount of any award for any
Landlord-owned improvements installed on or at the Demised
Premises pursuant to the Landlord’s Reserved Rights, and Tenant
shall be entitled teo receive the entire award paid for the taking
of or damage to the Facility and any other improvements on the
Demised Premises, as well as any award to which the Tenant may.
become entitled by virtue of the earlier termination of its
leasehold estate and any other payments made on account of the
taking of personal property or Ffixtures belonging to Tenant
and/or for interruption of or damage to Tenant’s business.

{e} In the event that khis Lease is not so terminated, the
entire award shall be paid to Tenant and shall be available to
defray the cost of restoration theresf, and any proceeds of such
award in excess of the cost of restoration of the Demisad
Premises shall be payable in accordance with the immediately
preceding paragraph just as if this Lease had been terminated.

(£) Nothing in this Section 38 shall be so comstrued as to
prevent Tenant from making its claim against the condemning
authorities for any other damage or damages suffered by Tenant
provided the same shall not adversely affect the compensaticn to
which Landlord is entitled pursuant to the provisions of this

Section.

{g) Landlord hereby agrees to give Tenant notice of any
pending condemnation proceedings and full opportunity to
participate in all negotiations concerning settlement. Landlord
and Tenant each will not, without the pricr written consent of

3]
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the other (which censent shall not be unreasonably withheld or
delayed), consummate any settlement in any condemnation
proceadings affecting the Demised Premises.

SECTION 39. LiﬁBILITY INSURBNCE.

{a} At all times during thsa Remaining Term hersof, Tenant
shall obtadin and maintain in force, at Tenant’s szole expanse,
comprehensive general public liability insurance, in which
Landlord and the holders of any mortgages on the Demised Premises
or on Landlord’s fee interest shall be named 2s additional
insureds, with limits of not less than 52,000,000 for each death
of or injury to one person in any accident or ocourrence, not
less then $5, 000, 0060 for death of or injury t£o more than one
person in any cone accident or occurrence, and not less than
$1,000,000 dollars for damage to property in one accident or
occcurrence, and in any event with such greater limits and amounts
as are from time to time commonly obtained by owners of property
similar to the Demised Premises in the locality in which ths
Demised Premises are located. To the extent such an endorsement
is obtainable, such insurance shall not be cancelable without at
least thirty (30) days’ prior written noticé to Landlord and any
mortgagee of Tenant’s leasehold estate in the Demised Premises.
A certificate or duplicate ceopy of each such insurance eolicy,
certified by the insurance company or by its duly authorized
agent, shall be delivered to Landlord by Tenant within thirty
(30) days after the date of execution hereof, and thereafter at
least thirty (30) days before the expiration of any existing '

policy.

() Tenant will indemnify and save Landlord harmless from
and against any and all claims, actions, damages, liability and
expense in connection with loss of life, personal injury and/or
damage to property arising from or out of any ceccurrence in, upon
or at the Demised Premises resulting from any act or omission of
Tenant, its agents, contractors, employees, servants, subtenhants
or concessionaires, and their respective agents, contractors,

employees or servants,

SECTION 40. DEFAULTS - REMEDIES. (i) If Tenant shall default in
the payment of any sum of money due hereunder and such default
shall continue for a period of thirty (30) days, in the case cf

Rent, after the same is due (no notice of demand therefor by

Landlord being required) and, in the aasa of any such sum othexr
than Rent, after written demand therefor by Landlord; or (ii) if
Tenant shall default in the performance or observance of any
other provision of this Lease to be performed or observed by
Tenant (notwithstanding that any such dafault is pursuant to or
the result of any bankruptcy or imsolvency proceedings which
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shall result in the postponement, suspension or cancellation of
any such obligation of Tenant under this Lease), and such default
shall continue for a periocd of thirty (30} days after written
notice thereof by Landlord without being cured, unless within
such thirty (30) day period the cure thereof is commenced and
diligently prosscuted thereafter; or (iii) excent for a
foreclosure or assignment in lieu of foreclosure undeyr a
Leasehold Mortgage, 1if the leasehold estzte created hereby shall
be taken on execution, or by other process of law; or {iv) if
Tenant shall commit any act of bankruptoy or be declared bankrupt
oxr insolvent according to law, or if any petition under federal
or state law pertaining to bankrupteoy or insoclvency or for a
reorganization or arrangement or other relief shall be filed by
or against Tenant (and if so Ffiled against Tenant, the same shall
not be dismissed within sixty (60) days after such filingy, or if
any assigmment, trust, mortgage or other transfer in trust or
otherwise shall be mada for the beanefit of creditors, or if
Tenant shall make or offer a composition of Tenant’s debts with
its creditors, or if a receiver, trustes or similar officer or
creditorg’ committee shall be appointed to take charge of any
property of or to operate or wind up the affairs of Tenant; or
{v) 1if Tenant shall abandon the Demiszed Premises; or {vi} if any
notice of wviolaticn (or other order or notice of a similar nature
of effect) is issued for the Demised Pramises by any govermmental
authority having jurisdiction relative to the generation,
handling, transportation, storage or clean-up of Regulated
Materials, and Tenant fails promptly to commence cure and
thereafter diligently proceeds therewith to the satigsfaction of
all such governmental authorities, as may be reasonably required
by Landiord and as may, be necessary to abate any threat of any
lien as hereinafter described or if any lien is recorded or
otherwise arises against the Demised Premises under any laws,
rules, orders or regulations related to Regulated Materials,
then, Landlord may, at Landlord’s opticn, in addition to any
other remedies awvailable under the laws of The Commonwealth of
Massachusetts or to a landlord against a defaulting tenant, by
written notice to Tenant, terminate this Lease, in which event
the Remaining Term of this Lease shall expire and terminate, as
fully and with like effect as if the entire Term of this Lease
had lapsed and all rights of Tenant hereunder shall cease.

ARTICLE IV GENFRAL PROVISIONS

The following provisions of this Article IV shall be
applicable during both the Primary Term and the Remaining Term of

this Leage:

SECTION 41. END OF TERM. Upon the expiry of this Lease or upon
its earlier termination for any reason whatscever, Tenant shall

Willamette Management Associates
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quit and peaceably surrender and deliver up the Demisad Premises
except for Tenant-owned fixtures and improvements thareon
(including, without limitation, the Facility or the replacsments
therecf), moveable trade fixtures and personal property installed
therein by Tenant or its subtenant, in good order, condikion and
repair, except for reasonable wear and tear, eminent domain or
Landlord’s negligence. Landlord may re-anter the Demised

remises and shall not be liable in damages for any such re-entry
or guilty of trespass or forcible entry. Tenant shall repair any
damage to the Demised Premises caused by Tenant or any subtenant
or their respeactive agents, contractors, employees and servants
in the removal of the Facility, any Tenant-owned fixtures and any
trade fixture or personal property not required so to be
surrendered. Tenant shall have a reasonable pericd of time (not
to exceed one hundred eighty (180) days following the end of the
Term to remove the Facility and all such Tenant-owned fixtures,
trade fixtures and personal property, and to restore and repair
any damage to the Demised Premises caused by such removal.
Provided that Tenant promptly commences and diligently completes
the work of such removal and repair, tha continued oceoupancy o
the Demised Premises by Tenant during such one hundred eighty
(180) day pericd shall not be deemed to constitute holding over
under the provisgions of Section 23(b) hereof. At the expiration
or earlier termination of this Lease, Tenant shall sxecute,
acknowledge and deliver to Landliord, within five (5) days after
written demand from Landlord to Tenant, any deed, termination of
Notlice of Lease or other document required to remove the cloud
of this Lease from the title to the real property subject to this

Leass.

SECTIOR 42. ASSIGNMENT; SUBLETTING. During the Primary Term
herecf, Tenant may not assign this Lease or sublet all or any
portion of the Demised Fremises, provided however, that to the
extent the Facility Lease Agreement is deemed Lo constitute a
subletting of the Demised Premises, such sublet is hereby
expressly cconsented to and approved by Landlord. During the
Remaining Term hereof, Tenant may not assign this Lease or sublet
all or any portion of the Demised Premises without the prior
written consent of the Landlord, which consent shall not be
unreascnably delayed, conditioned or withheld.

SECTION 43. LANDLORD’S RIGHT OF ENTRY. Landlord shall have the
right throughout the Term, in person or through duly appointed
agents, to enter upon the Demised Premises during ordinary and
regular business hours for the purpose of inspecting the same,
inspecting any work in progress to sese that it is being performed
in accordance with all of the provisions of this Lease, or in
cannection with any matter pertaining to this Lease. TLandlord
will use all reasonable efforts to cause as little interference
as possible with the conduct of Tenant’'s business and the

..34..
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business of any subtenant of the Demised Premises in connection
with the exercise of Landlord’s rights set forth in this

Saction 432,

SBRCTICH 44. PERFORMANCE OF TENANT/S COBLIGATIONS. Whenever in
this Lease it is provided that Tenant is obligated to perform any
act, such act shall be deemed performed by Tenant if Tenant
causes the due performance therecf by another party.

SECTICN 45. ESTOPPEL CERTIFICATE. Each of the parties shall at
any time and from time to time upon not less than feurteen (14)
days’ prior written notice by the other, execute, acknowledge and
deliver to such cother party or to any entity designated by such
party a statement in writing certifying that this Lease is
unmodified and is in full force and effect (of if there shall
have baen modifications, that this Lease is in full force and
effact as modified and stating the modifications), and the dates
o which the Base Rent, Additional Rent and other payments due
nersundsr have been paid, and stating whether such other party is
in default in performing, fulfilling or cbsexvipng any of the
provisions of this Lease, and, if in default, specifying each
gpeh default (except that any such certificate by Landlord shall
be made only to the best knowledge of the signer of such
certificate), and setting foerth any other infurmation relative to
this Lease as may be reasonably requested by such party, it being
intended that any such statement may be relied upon by the party
requesting it or by the Mortgage Trustee or any prospective
mortgagee or encumbrancer, purchaser, assignee or subtenant; and
the contents of such statement shall be binding upon the party

axecuting same.

SECTION 46. HOTICE. All notices and gther communications shall
be in writing and shall be deemed given and delivered three (3)
days after mailing when mailed, by registered or certified mail,
postage and registraticn or certification charges prepaid,
addressed in the case of Landlord, to Landlord at 75 Sgt.
William B. Terry Drive, Suite 170, Hiogham, Massachusetts 02043~
1545, Attn: President, and addressed in the case of Tenant, to
Tenant at 75 Sgt. William B. Terry Drive, Suite 170, Hingham,
Massachusetts 02043~1545 Attn: Treasurer. Any party may by
written notice to the other designate another address which shall
thereupon become the effective address of such party for the

purposes of this Section.

SECTION 47. HOTICE OF GROUND LEASE. The parties heretc shall
have simultanecusly with the execution and delivery of this Lease
executed znd delivered a short form Notice of Ground Lease in
proper form for recording, which Tenant shall cause to be

recorded.
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BECTION 48. LIMITATION OF LIABILITY. Wotwithstanding anything to
the contrary contained in this Lease, neither Landlord nor
Tenant, nor any officer, dirsctor, shareholder, partner, trustee,
beneficiary, agent, or any other principal of Landlord or Tenant,
whether disclosed or undisclosed, shall have any personal
liability for the performance or discharge of any covenants,
conditions or undertakings of Landlord or Tenant under this

Lease,

SECTION 45. REMEDIES CUMOLATIVE: COMPIRTH AGREEMENT: WAIVER. All
rights and remsdies of both parties shall be cumulative and not
alternative, in addition to and not exclusive of any other right
or remedy to which sveh party may be lawfully entitled in case of
any breach or threatened breach of any term or provision herein;
the rights and remedies of both parties shall be continuing and
not exhausted by any one or more uses thereof, and may be
exercised at any time or from time to time and as often as may be
axpedient; and any option or election to eaforce any such right
or remedy may be exsrcised or changed zt any time or from time to
time. This Lease (and any cther document axpressly and
spaecifically identified herein) sets forth the entire agreement
by the parties with respect to the subject matter hersof, and no
custom, act, forbearance, or words of silence at any tima,
gratuitous or otherwise, shall impose any additional obligation
or liability upon either party, or walve or releage either rarty

rom any default in the performance, fulfillment or cbservanece of
any obligation or liability, or operate as against either party
as a supplement, alteraticn, amendment or change of any term or
provision set forth herein, including this sentence, unless set
forth in a written instrument duly executed by such party
expressly stating that it is intended to impose such an
additional obligation or liability, ar to constitute such a
waiver or release, or that it is intended to operate as such a
supplement, alteration, amendment or change.

SECTION 50. ATTORNEYS' FEES, If either party herein shall bring
sult for the possession of the Demised Premises, for the recovery
of any sum due under this Lease, or for the breach of any
provision of this Lesge, the prevailing party shall be entitled
to receive from the losing party such amounts as the court may
adjudge to be reasonable as attorney’s fees,

SECTION 51. SFEVERABILITY. If any term or provision of this
Lease or the application thereof to any person, property or
circumstances shall to any extent be invalid or unenforceable,
the remainder of this Lease, or the application of such term or
provision to persons, properties and circumstances other than
those as to which it is invalid or unenforceable, shall not be
affected thereby, and each term and provision of this Lease shalil
be valid and enforced to the fullest extent permitted by law.

~36-
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SECTION 52. BINDING BEFPFECT. Each of the terms, covenants ans
conditions of this Lease shall extend to and be binding on and
inure to bthe benefit of not only Landleord and Tenant, bubt sach of
wheir res@actlve successors and assigns; provided howaver, that
thris Section shall not be deemed Lo permit an zsaligoment n@t
stherwise expressly provided for in thiﬁ Lease.

5 v‘}

SECTION 53, NUMBER AND GENDER. Whenever the singular numbher i3
used in this Lease and when reguired by the context, the same
shall include the plural, and the masculine gender shall includs
£
<

[

et

feminine and neuter genders, and the word “person” shall
lude corporation, firm or association. If at any time there
2 move than one Tenant, the ebligations imposed under this Lease
upon Tenant shall be joint and several.

SECTION 54. PARAGRAPH HEADINGS. The marginal headings or title
to the sections and zubsections of this Lease are ilntended for
conveniesnce only, and shall have no effect upon the construction
or interpratation of any part hereof.

SECTION 55. MULTIPLE COUNTERPARTS. This Lease may be executed
several countarparts, =sach of which shall be deemed an

in
original, but-all of which togather constitute the same
instrument.

SECTION 56. COVERWING LAW. Thisz Leass and the performancs
nereof shall bpe construed and enforced under the laws of The

Commonwealth of Massachusetbs.

TH WITNESS WHERECF, the parties have caused this Lsase to be
duly exacuted asz a sealed instrument as of the day and year first
above written.

LANDLORD
MASSACHUSETTS~AMERICAN WATER
COMPANY

,?

K?rﬁ *%%ﬁ By: f%ﬁmme o X§¢WMM%M§

FITNESS T
[Herscats y FrecgT t

TENANT /

MASSACHUSETTS CAPITAL RESCURCES

COMPANY 5
. |
) o 3 3
ﬁ{7§ iji By %K%MWWWL, ﬁﬁmmo,w/§\
WITHESS : PRESIDL T

JRLLT SRR 4 :
5 - L H
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EXHIBIT A
Lo
GROUND LEASE
betwaen

MASSACHUSETTS~AMERICAN WATER COMPANY

and

MASSACHUSETTS CAPITAL RESCURCE

3

COMPANY

Legal Description of Demised Premises

PARCEL I: A parcel of land in Hingham, Plymouth County,

Massachusetts,

Beginning at a stone bouand,

situated on the Basterly side of Main Street,

at the Northwest corner of the

in the Easterly sideline of Main Street, said

described parcel, ]
stong bound lies North 2°9-28’-39" West,

from an angle point in said sideline.

a distance of 375.32 feet

Thence, North 88°-32"-57" East, by land of Hingham Water

Company, 571.38 feet to a point.

Thence, Worth 83°-41’~25" East, by land of Hingham Water

Company, 768.19 feet to a point.

Thence, Scuth 8°-52’-42" East, by land of Hingham Water

Company and by land of M. J, Hall Realty Trust,
stong bound in the Northerly sideline of Huntley Road.

Thence, South 84°~417-48" West, along saild Northerly

1497.87 feet to a

sideline of Huntley Road, the Northerly end of Hope Road and by
land of Theodore and Cecile D. Paguette, 578.43 feet to a stone

bound,

Thence, Scuth 85°~087-~42" West, by land of House of Prayer

Lutheran Church, Inc.,
gideline of Main Street.

Thence, North 21°-00’-49" West, aleng
of Main Street, 138.88 feet to a point.

Thence, North 11°-15'-58" West, along
of Main Street, 190.65 feet to a point.

Thence, North 47°-48'-11" East, along
of Main Street, 18.83 feet tec a point.

Thence, North 33°-05/-38" West, along
of Main Street, 92.86% feet to a point.

-GG

said

gaid

Easterly

Easterly

Easterly

Easterly
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Thance, North 11°-38’ 49" West, along said Easterxrly sideline
of Main Street, 130.28 feet to a point.

Thence, North 7°-48'-29" West, along said Easterly sideline
of Main Street, 28Z.40 feet to a point.
Thence, Worth 15°-317-23" West, along said Basterly sidsline
of Main Street, 236.32 feet to a po

Thence, Horth 106°-17’-09%" West, alconyg said Basterly sideline
of Main Street, 58.89% fast to a point.

Thence, North 2°-287-38" West, along =zaid EBasterly sideline
of Main Street, 375.32 feet to a stone bound and point of

beginning.

The above-described parcel contains 2,008,133 sg. ft, or
46.10 Acres.

The above-described parcel is shown on a plan entitled "Plan of
Land in Hingham, Massachusetts, Prepared for Metcalf &

Bddy, Inc.," dated August 2, 1535, by Perkins Engineering, Inc.,
rRoeckland, Mazsachusetits, to be recorded contemporanecusly
herewith with the Plymouth County Registry of Deeds (the "1385

Elan®) .

PARCEL LI: The non-exclusive perpetual right and easement,
appurtenant to Parcel I described above, over, through, in and
undar the nominally fifty foot wide "Permanent Access and Utility
Easemant Area’™ shown on the Easement Plan (defined below) to be
used for all purposes for which ways are commonly used in the
Town of Hingham in connection with the construction of
improvements and use of Parcel I for water treatments purposes
and for other related purposes described in Chapter 139 of the
Acts of 1879 as the sams has been or may be amended from time to
time, and to be used to locate, construct, install, use, operate,
maintain, inspect, repair, replace and relccate underground
elactric, telephone, gas, sewer, water, cable television, fire
alarm and other utilities and all necessary conduits, fittings,
and appurtenances related thereto, as created by and set forth
in, that certain Easement Agreesment dated August 4, 1984 between
Massachusetts—-American Water Company and House of Prayer Lutheran
Church, Inc,, racorded in Boock 13068, Page 170. The Easement
Plan is that certain plan entitled "Easement Plan, 916 Main
Street, Hingham, Massachusetts" dated August 4, 1994 by Perkins
Engineering, Inc. and recorded as Plan No. 543 of 1934 and
recorded with said Easement Agrzement. Said easement is also
shown con the 1995 Plan as "Water Company Access and Utility
Easement. See Book 10368, Page 170".

3G~
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EXHIBIT B

o
GROUND LEASE
betwesn
MASSACHUSETTS-AMERICAN WATER COMPANY
and

MAZBACHUSETTE CAPITAL RESQURCES COMPANY

Form of Netice of Ground Lease

NOTICE OF GROUND LEASE

Fursuant to the provisions of Massachusetts CGeneral Laws,
Chapter 183, Ssesction 4, notice is hereby giver of the following
ground lease:

Lease Parties: Landlord
Massachusetts—-American Water

Company
75 Sgt. William B. Terry Drive -~

Suite 170
Hingham, Massachusetts (2043-~1545

Tenant
Massachusetts Capital Rescurces
Company

75 Sgt. William B. Terry Drive
Suite 170

Hingham, Massachusetts 02043-1545

Date of Execution As of July 1, 1395
of Ground Lease:

Description of Demised A parcel of real estate containing
approximately 46 acres located at

Premiges:
3090 Main Street, Hingham, Plymouth
County, Massachusetts, as further
degecribed on Exhlblt "A" attached
hereto.

Term of Ground Lease: Sixty (60) years,

Commencemant of Ground August 17, 1995.

Lease Term:

Options to Extend: None .
wd Qe
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Thiz instrument is exescuted in order to provide notice cof
the ground lease herein describesd, and is not intended to vary
the terms and conditions thereof.

WITNESS the execution hereof under seal this of August,
1995, E—

LANDLORD
Massachusetts-American Water
Company

By:
TENANT

Massachusetts Capital Resources
Company

By:
THE COMMONWEALTH OF MASSACHUSETTS

, B8. August __, 1985

Then persopally appearad the above-named
of the Massachusetits-~American Water Company, and

as
acknowledged the foregeing instrument to be free act and
deed as , and the free act and deed of

Massachusetts~American Water Company, before me.

Notary Public
My Commission Expires:

STATE OF ) August ___, 19985

88.
COUNTY OF )

Then personally appeared the above-named
as of Massachusetts Capital Resources Company, and

acknowledged the foraesgoing instrument to be free act and
deed zz , and the free act and deed of Massachusetts

Capital Resources Company, bafore me.

Notary Public
My Commission Expires:

]
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TEELEERLE. 6 snd ADE

EXHIBIT A
to
NOTICE OF GROUND LEASE

Legal Description of Demised Premises

PARCEL I: A parcel of land in Hingham, Plymouth County,
Massachusetts, situsated on the Easterly side of Main 3Streat,

Beginning at a stone bound, at the Northwest corner of the
described parcel, in the Easterly sideline of Main Street, zaid
stone bound lies North 2°-287~39" West, a distance of 375.32 fact
from an angle point in said sideline.

Thence, North 86°-32"-57' East, by land of Hingham Water
Company, 571.38 feet to a point.

Thence, North 83°-417-253" East, by land of Hingham Water
Company, 769.13 feet to a point.

Thence, South 8°~527-42" East, by land of Hingham Water
Company and by land of M. J, Hall Realty Trust, 1497.87 fest to a
stone bound in the Hortherly sideline of Huntley Road.

Thence, South £84°-41'-48" West, along said Northerly
sideline of Huntley Road, the Northerly end of Hope. Road and by
land of Theodore and Cecile D. Paquetta, 578.43 fest to z stone

bound.

Thence, South 85°~08’-42" West, by land of House of Prayer
Lutheran Church, Inc,, T14.29 feet to a point in the Easterly
sideline of Main Street.

Thence, North 21°-00"-48" West, along said Easterly sideline
of Main Street, 138.88 feet to a point,

Thence, North 11°-157-53" West, along said Fasterly sideline
cf Main Street, 190.65 feet to a point.

Thence, North 47°~-48’-11" East, along said Easterly sideline
of Main Street, 18.83 feet toc 2 point.

Thence, North 339-03’-39" West, along said Easterly sideline
of Main Street, 92.69 feet to a point.

] D
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Thence, MNorth 11°-38'-49" West, along said Easterly sideline
of Main Street, 130.28 feet to a point,

Thence, North 7°-48’-29" West, along sald Easterly sideline
of Main Street, 282.40 feet to a point.

Thence, North 15°-317-29" West, along said Easterly sideline
of Main Street, 236.32 feet to a point,

Thence, North 10°-17"-09" West, along said Basterly sideline
of Main Street, 5B8.89 feet to a point.

Thence, ¥Worth 2°-28/-33" West, along said Easterly sideline
of Main Street, 375.32 feet to a stone bound and point of
beginning,.

The above-described parcel contains 2,008,133 sq. ft, or
46.10 Acres,

The above-described parcel is shown on a plan entitled "Plan of
Land in Hingham, Massachusetts, Prepared for Metcalf &

Eddy, Inc.," dated August 2, 1895, by Perkins Engineering, Inc.,
Rockland, Massachusetts, to be recorded contemporansously
herewith with the Plymouth County Registry of Deeds (the "1995

Plan') .

PARCEL II: The non-exclusive perpetual right and easement,
appurtenant to Parcel I described abowve, over, through, in and
under the nominally fifty foot wide "Permanent Access and Utility
Easement Area” shown ¢n the Easement Plan (defined below) to be
used for all purpcses for which ways are commonly used in the
Town of Hingham in connection with the constructicn of
improvements and use of Parcel I for water treatments purpcses
and for other related purpcses described in Chapter 139 of the
Acts of 18732 as the same has been or may be amended from time to
time, and to be used to locate, construct, install, use, operate,
maintain, inspect, repair, replace and relocate underground
electric, telephone, gas, sewgr, water, cable television, fire,
alarm and other utilities and all necessary conduits, fittings,
and appurtenances related thereto, as created by and set forth
in, that certain Basement bhgreement dated August 4, 1984 between
Massachusetts-American Water Company and House of Prayer Lutheran
Church, Inc., recorded in Book 13068, Page 170. The Easemant
Plan is that certain plan entitled "Easement Plan, $16 Main
Street, Hingham, Massachusetts” dated August 4, 1994 by Perkins
Engineering, Inc. and recorded as Plan No. 543 of 1994 and
recorded with said Basement Agreement. Said easement is also
chown on the 1995 Plan as "Water Company Access and Utility
Easement. See Bock 10368, Page 170V%.
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1.0 Executive Summary

The objective of this study is to develop a current fair market value of the Hingham Water Treatment Plant. The
value of the capital assets was developed using the replacement cost of the assets, less observed depreciation.
Estimates of the engineering design, interest, and permitting for the capital assets were also prepared. Refer to

Appendix A for valuation spreadsheets and breakdown costs.

Based upon the total estimated capital and engineering cost values, the Hingham Water Treatment Plant is

currently valued at $61,909.211. Refer to Table 1, Appendix A for cost details.

100502 1
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2.0 System Description

The Hingham Water Treatment Plant is a 7.0 million gallon per day capacity water treatment facility located off
of Main Street in Hingham, MA. The water treatment plant was constructed in 1996 to treat water from surface
water and wells in response to the Environmental Protection Agency (EPA) Surface Water Treatment Rule. The
treatment processes are contained within a single structure with a footpriat of approximately 240 by 140 feet.
There are multiple levels within the structure for different treatment processes. The treatment process consists of
oxidation, mixing, clarification and filtration. The clarification and filtration systems were designed to meet the
regulatory requirements of producing finished water with less than 0.1 NTU (NTU is a measurement of water
clarity). The disinfection and filtration systems are designed to achieve a minimum of 99.9 percent inactivation
of Giardia and 99.99 percent inactivation of viruses, in accordance with the EPA Surface Water Treatment Rule.

The filtration process residuals are processed in the same building through thickening and centrifuge dewatering.

Information on the various systems has been collected from contract plans, specifications, operations and

maintenance manuals, and interviews with Aquarion Water Company personnel.

1005302 2
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3.1

Method of Valuation

Replacement Cost New Less Depreciation

The method of assigning a value to the assets utilized the Replacement Cost New Less Depreciation

approach. In this method, costs of replacing the existing system in its entirety in current dollars, was

estimated. The estimated current construction replacement costs were then depreciated by an amount

consistent with the observed depreciation of the assets.

3.2

Replacement Cost New

3.2.1 Original Costs Plus Escalation

The method of estimating the current value of replacement costs 1s to identify the original
construction costs and adjust the original cost by an escalation factor. In this case, the original
construction costs, obtained from the Water Company’s records and general construction
contractor itemized breakdowns were adjusted using the Handy-Whitman Index. The Handy-
Whitman Index is a publication that trends costs for water utility construction for various regions
of the country. The Water Utility Cost Trends for the North Atlantic Region were used for the
escalation of the costs. The index includes line items for various aspects of water utility plant,
including specific transmission plant based upon type and materials of construction. Treatment
Plant Indices for Building, Treatment Plant Equipment, Clarification Equipment, and Electric

Pumping Equipment were used.

The original construction contract payments included off site work at remote raw water site
locations (Accord Pond and Fulling Mill). The payments for the off- site work were subtracted
from the total contract amount to arrive at the original construction cost for the Water Treatment
Plant Work. Some minor improvements were made in 1997, which were included as separate

line items for the original costs. Refer to Table 2, Appendix A for cost details.

The original construction cost of this particular facility is higher than similar capacity surface
water treatment plants that use the same technology due to the site specific design restrictions and

conditions of local approval for the facility. It would be anticipated that a new facility on the
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3.3

same site would be subject to the same, if not more stringent restrictions, which would lead to

higher construction costs.

[n addition to the physical plant costs, the original construction costs included the contractor’s
general conditions costs, contractor’s fee, and the contingency reserve for the project. Since these
items were based upon a percentage of the physical plant costs, the current value of these costs

was calculated based upon the percentage of the current escalated physical plant costs.

Depreciation

3.3.1 Introduction

The depreciation values used for the assets will be based upon observed conditions of the assets.
Ongoing preventative maintenance and repair programs can significantly extend the life of the

ufility assets.

3.3.2 Lifetime Observed Depreciation

The methodology for estimating total service life for each component of the system is to apply
engineering judgment based upon the observed condition assessment and the history of similar
facilities.

The assets were then graded on the current condition on a scale of percent of like new condition.
Based upon the observed condition, the calculated depreciated value was based upon the

following formula:

Depreciated value = Replacement cost new x (Percentage of like new condition)
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Observed Depreciation

4.1 Basis of Assessment

The evaluation of current condition of the facilities was based upon discussions with Hingham Water
Treatment Plant Staff familiar with operations and maintenance of the facilities, review of operating
conditions, review of design and construction documents, and field inspections and visual observation of

the treatment plant.

4.2 Field Inspection

On May 22 and 23, 2012 representatives of HMM conducted a field inspection of the Hingham Water
Treatment Plant, accompanied by water treatment plant operating personnel. Overall, the facilities were
found to be in very good operating condition. The condition inspection worksheets are included in
Appendix B. The treatment plant is maintained at a high level of service. Photographs of the current

conditions of the plant have been attached in Appendix C.

4.3  Current Depreciation Condition

Overall, given the relative new age of the system, and that the visible portions are well maintained, and
are in very good condition, the plant is in very good condition. Only the chemical feed systems, which
are subject to regular wear and use, as well as chemical attack, were found to be significantly less than

new condition. Other items such as filter media, underdrains and scrapers were identified as potential

items that are less than new condition. The current value of the system facilities were found to be at or
near the current construction replacement cost. There is no technological obsolescence in the treatment
processes, as the plant continues to produce high quality potable water that meets or exceeds the

regulatory water quality standards.
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Other Costs

5.1  Engineering

The project records include the engineering design, value engineering, and construction phase engineering
costs for the project. The study, preliminary design and final design phase engineering services were
approximately 135 percent of the total construction cost, which is reasonable for the level of complexity of
the project, and the unique site restrictions for this project. Technical review services, outside testing
services, value engineering, materials testing and construction administrative services amounted to
approximately another 5 percent of the construction cost. Under current conditions, the local site
limitations may be even stricter, thus increasing the design effort accordingly. Therefore, current

estimated engineering costs were calculated based upon the percentage of the construction costs.

5.2 Permitting

The project records include the permitting costs associated with the project. In accordance with
Massachusetts Department of Environmental Protection Drinking Water Program, and Commonwealth of
Massachusetts 310 CMR 4.05, the permit fee for water treatment plants that produce over 1.0 million
gallons per day is negotiated based upon the complexity of the project, and the estimated hours of review
time required by Department personnel. Therefore, it can be expected that the cost of a new permit would
be similar to the original permit. Likewise, local planning, and construction approval costs are based
upon a percentage of the construction cost and the level of review effort required. Current estimated

permit costs were calculated based upon the percentage of the construction costs.
5.3 Interest

The project records include the interest fees associated with the project. Interest charges were
approximately 15 percent of the total construction cost. When planning and budgeting new privately
funded water projects, 15 percent of the total construction cost is typically used as the amount of interest
financed during construction. The actual value of the interest charged is in line with current planning
practice. Therefore, current estimated interest costs were calculated based upon the percentage of the

construction costs.
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6.0 Summary

Based upon the review of available construction cost and payment records, the original water treatment
plant construction cost was $30,626,879. This figure was then escalated to arrive at a current value in
June 2012 of $47,596,490. Table 2, in Appendix A, shows how the original price was escalated by the
index factor. After a field investigation and observed depreciation of the water treatment plant assets, the
current value of the water treatment plant assets was determined to be $44,908,778. Table 2, in Appendix
A, shows how the current value was depreciated based upon the observed percentage of like new
condition. Adding the engineering, interest and permit fees, noted below, vield a total current (June 2012)
value of the water treatment plant of $61,909,211. The figures are summarized in the following table,

with additional detail included in the appendices.

Tabie 1

WTE Construction Cost
Initial Contract Value 30,626,879

Current Value $47 5496 490
Depreciated Value 544,908,778
e e Initial Contract | Current Value

Description Percent Value Less Degreciation
WTF Construction Cost 230 626 879 344 908 778
Enginesiing Services 20.69% 36,337 854 $3.845.505
Interest 14 92% 54 570,318 57,102 620
Permit Fees 0. 10% 331,085 348,308
Totals = $41,566,136 $61,909,211

156902
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Facility Inspection Form
SC02 - SC09, 8C17 -SC18

Client: Aguarion

|

Date; 5/22/2012

Facility: Hingham Water Treatment Plant

By. JEC/MHB

Asset Management Unit

Description

Noted Deficiencies

Age (yrs}

Condition Assessment

Precast concrete paneis- exterior

None. No signs of deterioration,
cracking, surface problems, or

23)]_Precast Arch Concrete Panels (SC17) treatment detachment from building. 16 98% good
None. Very few minor cracks
observed, no major cracks,
separation, or sign of surface
24)1 Masonry (8C18) Masonry deterioration. 18 95% good
Metal decking, gratings, rails, stairs,
25)]1 Misc. Metals {SC18) service paltforms None 16 98% good
Painting (SC09)
Painting of the building superstructure |Minor deterioration noted in some
26)] _Building Painting (inter/exterior) areas, repainting required 16 90% good
Pipes are in varying condition,
gstimate 1/3 of exposed piping
requires repainting in the next three
27)} Pipe Painting Painting for the pipe systems. years 16 65% good

Note (a) information based on interviews with plant operations staff and John Doll, Electrical Engineer (slectrical contractor)

7of?
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APPENDIX C

PHOTOGRAPHS

130902



Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

1)  Lime Feed System

Lime bulk storage silos

2)  Sodium Carbonate Feed System

Sodium carbonate bulk silo with two feeders

3)  Alum Feed System

Alum bu!krc;r:dge tanks

Lime Feeder

Sodium carbonate feed room and solution tank

Alum feed system



Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

Alum feed pumps

4)  Hydrofluorosilic Acid Feed System

Hydrofluoresilic acid bulk tank & feed room

5)  Zinc Orthophosphate Feed System

Zinc orthophosphate feed system

Hydrofluorosilic acid feed pumps

Zinc orthophosphate metering pumps




Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

6)  Sodium Hypochlorite Feed System

New bulk storage tank (left) and Sodjum hypochlarite transfer pump
original tank maintained for backup (right) and day tank

Sodium hypuchln‘te feed pumps New peristaltic feed pump

7)  Coagulant Aid Polymer Feed System

Package coagulant aid polymer feed system



Hatch Mott MacDonald
Facility Inspection Form
Chemical Feed Systems

8)  Coagulant Aid Polymer Feed System

Package filter aid polymer feed system

9)  Sludge Processing Polymer Feed System

Package sludge processing polymer feed system



Hatch Mott MacDonald
Facility Inspection Form
SCO02- Electrical

1) Main Power Distribution Panel/Transfer Switch

2) Lighting

Office Area Lighting Units

3) VFDs

MCC3- LS Pump 3 VFD

Process Area Lighting Units

Rapid Mixer VFD




Hatch Mott MacDonald
Facility Inspection Form
SCO02- Electrical

4) MCCs

Electrical Room MCC Panels

5) Generator

Generator Unit

McCcC-1

Generator Room- Air Louver and Power




Hatch Mott MacDonald
Facility Inspection Form
SCO03- CIP Concrete

6) Oxidation and Rapid Mix Tanks

Concrete and grating at Rapid Mix basins

7) Super-P Tanks

\

Concrete basins for Super Pulsator clarifiers

8) Filter Tanks

Filter basin

Filter basin




Hatch Mott MacDonald
Facility Inspection Form
SCO03- CIP Concrete

9) Sludge Storage Tanks

Sludge storage tank deck

10)  Spent Washwater Tanks

Spent washwater tank deck

11) Centrate Tank

Centrate tank hatch

Sludge storage tank wall at basement level

Centrate tank concrete walls at sub-baslément level



Hatch Mott MacDonald
Facility Inspection Form
SCO03- CIP Concrete

12) Clearwell

Clearwell

Al E )

Clearwell exterior WI

13) Beams, Columns and Walls

CiP concrete beams (sub-basement level)

ke o 2, o ne = ol
Clearwell exterior walls

CIP concrete columns (sub-basement level)



Hatch Mott MacDonald
Facility Inspection Form
SCO03- CIP Concrete

Concrete exterior wall (photo taken indoors)

14) Building Floor Slabs

Concrete slab in filter bays

Concrete exterior wall (photo taken outside)

Concrete slabs near Generator Room



Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

15) Structural Steel (SC04)

Structural steel w/fireproofing in process area Structural steel w/fireproofing in process area

16) Roll-up Doors (SC05.04)

ﬂ—up door by 1st floor chemicol feed

17) Aluminum Windows and Storefront (SC05.05)

Ml
Front entrance/ doors Front windows to offices/reception area



Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

18) Fireproofing (SC07)

Fire sprinkler and smoke detectors

Fire pump and backflow preventer

Fire protection piping and hose station

19) Roofing (SC08)

Roofing at penetrations Membrane roofing



Hatch Mott MacDonald
Facility Inspection Form
SC04 - SC08, SC17 - SC18 -Building Superstructure

20)  Precast Arch Concrete Panels (SC17)

Precast concrete panels

Precast concrete panels

21) Masonry

Masonry- First floor chemical feed area

Masonry- Office area

Masonry- Solids processing area Masanry- Basement



Hatch Mott MacDonald
Facility Inspection Form
SCO04 - SC08, SC17 - SC18 -Building Superstructure

22) Misc. Metals

a?r's.alnd handrail

Roof access ladder

Metal roa decking in process area



Hatch Mott MacDonald
Facility Inspection Form
SC09- Painting

23) Building Painting- General

Typical office

Wall/door paint on first floor

Conference Room

Paint deterioration on a basement wall




Hatch Mott MacDonald
Facility Inspection Form
SC09- Painting

24)  Pipe and Process Equipment Painting

Lime- Bulk Storage Silos

Filter washwater piping

Raw water piping



Joe A. Conner, Esq.
June 29, 2012
Page 215

APPENDIX D — RERC REAL ESTATE REPORT

Willamette Management Associates



loe A, Conner, [sq.

The National Real Estate Authority
SPRING2012 | VOL41 | NO1

REAL ESTATE REPORT

RERC® | Addressing the research needs of real estate professionals since 1931,




Joe A. Conner, Esq.
June 29, 2012

Page 217
WINTER 2012 | VoL4l | NOT RERC REAL ESTATE NEPORT - THE NATIONAL REAL ESTATE AUTHORITY
BALTIMORE 15T QUARTER 2012

| First-Tier! Investment Pmpt!rtles

Baltimore Investment Critaria

Acipstod 1 Growh Ratos,
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Rel - Reg Mall 0 8 7 o6 o7 07 a7
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Regian
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Joe A. Conner, Esq.
June 29, 2012
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APPENDIX E — LEASE PAYMENT SCHEDULE

Willamette Management Associates



Joe A, Conner, Esq,
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{evin M. Zanni

‘rom: Joshua Unger <JUnger@aquarionwater.com>

ient; Wednesday, June 13, 2012 10:42 AM

o: Kevin M. Zanni

iubject: RE: Hingham Treatment Facility Lease Payments- 2009-2035
i Kevin,

tou are correct. | will make the change on our end also. Thank you for latting me knaow.
“hanks,
osh

oshua Unger

senior Regulatory Compliance Specialist
Aquarion Water Company

500 Lindley Street

ridgeport, CT 06606

*hone: 203.337.5990

2ell: 203.331.7434

Yax: 203.330.4641

Stewards of the Environment
?lease think green before printing this e-mail

Zrom: Kevin M. Zanni [mailto:kmzanni@willamette.com]
Sent: Wednesday, June 13, 2012 11:38 AM

fo: Joshua Unger
Subject: RE: Hingham Treatment Facility Lease Payments- 2009-2035

lash,

Sreat, thanks for the clarification,

lust FY1, I noticed that for the percentage rent calculation in years 2011, 2012, and 20335 there was a discrepancy in the
sercentape rent rate number. In my sheet, for 2011 and 2012, the percentage rent rate was swapped. In 2035, the
sercentage rent rate was $100 lower than it should have been. No big deal, [ nade changes to my spreadsheet,

Thanks again,

Kevin

From: Joshua Unger [mailto:JUnger@aquarionwater.com]

Sent: Wednesday, June 13, 2012 10:32 AM

To: Kevin M, Zanni :
Subject: RE: Hingham Treatment Facility Lease Payments- 2009-2035

Hi Kevin,

Willamette Management Associates



Joe A, Conner, Esq.
June 29,2012
Page 220
rhe schedule is based on a calendar year. It would be year ended December 31, 2012.

rhe Company works on a calendar year so it has presented the lease on a calendar year. Since the lease began in July of
1935 the lease payment might be different in the last year.

-et me know If you have any other guestions,
lhanks,

losh

loshua Unger

senior Regulatory Compliance Specialist
Aquarion Water Company

300 Lindley Street

3ridgeport, CT 06606

Fhane: 203.337.5990

<ell: 203.331.7434
Fax: 203.330.4641

Stewards of the Environment
Please think green before printing this e-mail

From: Kevin M. Zanni [mailto:kmzann|@willamette.com]

Sent: Wednesday, June 13, 2012 11:04 AM

To: Joshua Unger !

Subject: RE: Hingham Treatment Facility Lease Payments- 2009-2035

Josh,

Just to confirm; you lease schedule is presented for years ended June 30. Therefore, for 2012 the lease payment indication
is for year ended hmne 30, 2012,

et me know if this is correct.
Thanks again,

Kevin

From: Joshua Unger [mailta:JUnger@aquarionwater.com]
Sent: Wednesday, June 13, 2012 9:25 AM

To: Kevin M. Zanni
Subject: FW: Hingham Treatment Facility Lease Payments- 2009-2035

Hi Kevin,

Here is the original e-mail sent to Joe with a description of how the spreadsheet was developed.
Thank you,

losh

Joshua Unger
P

Willamette Management Associates
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enior Regulatory Compliance Specialist
Lquarion Water Company
00 Lindley Street
ridgeport, CT 06606
hone: 203.337.5990
‘ell: 203.331,7434
ax: 203.330.4641

Tewards of the Environnrent
‘lease think green belore printing this e-mail

rom: Joshua Unger

ient: Wednesday, May 02, 2012 2:26 PM

‘0: 'Conner, Joe'; Troy Dixon

'c: McKinley Rowe

iubject: Hingham Treatment Facility Lease Payments- 2009-2035

li Joe,

ittached is the calculation for Hingharn Treatment Facility Lease yearly payments,
have tried to include all the assumptions in the calculations:

The Fourth Amendment to the Facility Lease is attached as HH 1-101 Attachment A (It was included in the rate case).
‘his is the document the company uses to calculate the lease.

In the percentage rent calculation, the previous month's monthly production from the treatment facility is used for the
alculation. In this model | used the 2010 annual production for all 24 years requested.

In the calculation of the interest credit | used an Interest rate based on the interest the company received for the
eserve in 2010, (90,593 (interest in the test year)/2,785,000{required reserve for financing)=3.25%)

In the calculation of the adjustment factor. | assumed the company's percentage rent would not fall below 20% of the
ixed rent. So | included a full year with an adjustment factor hitting every month. The adjustment factor is only allowed
1a given month when the percentage rent is above 20% of the fixed rent. There is usually one month (usually January)
vhen production is so low that the percentage rent (which is calculated for February) falls below the 20%. In the
ieginning of the lease the adjustment factor was a minus from the percentage rent based on the calculation on the last
iage of Schedule lIl, The reason it is naw an addition is hecause the estimated increase in production was never realized
nd therefore the company needs to recoup the difference.

am trying to be as descriptive as possible but the lease is complicated. Please call with any questions. We are in the
irocess of filing another rate case so we will have limited time. Troy will also be out of pocket until next week so please
lirect any queslions you have to me,

‘hank you,
osh

oshua Unger

‘enior Repulatory Complinnee Specialist
wquarion Water Company

00 Lindley Street

bridgeport, CT 06606

'hone: 203.337.5900

‘ax: 203.330.4641

dewards of the Environment
lease think green before printing this e-mail

Willamette Management Associates



Joe A. Conner, Esq.
June 29, 2012

Page 222
Summary of Operating Lease for Hingham/Hull District Water Treatment Facility
Year Fixed* Percentage Rent** Less Interast Credit***  Adjustment Factor**** Total

2009 S 2,679,000 % 754,377 $ (90,513) § 56,138 § 3,399,003
2010 5 2,679,000 3 784,580 S (20,513) 5 56,138 5 3,425,206
011 $ 2,679,000 S 815,948 S (90,513) & 56,138 § 3,460,573
2012 $ 2,679,000 S 848,558 S (90,513) 5 56,138 S 3,493,183
2013 5 2,679,000 3 882,488 $ {90,513) 5 56,138 § 4,527,113
2014 & 2,679,000 3 917,816 & (90,513) S 118,010 S 3,624,313
2015 § 2,679,000 5 954,541 $ (90,513) 35 118,010 S 3,661,038
2016 5 2,679,000 3 952,741 5 (90,513) 5 118,010 § 3,699,238
017 & 2,679,000 S 1,032,416 § (90,513) & 118,010 S 3,738,913
2018 § 2,678,000 5 1,073,722 § (90,513) 5 118,010 5 3,780,219
2019 5 2,679,000 5 1,116,659 35 (90,513) S 164,353 3 3,869,499
2020 8 2,679,000 S 1,161,303 $ (90,513) & 164,353 5 3,914,144
2021 § 2,679,000 S 1,207,811 § (90,513) & 164,353 § 3,960,652
2022 $ 2,679,000 5 1,256,105 5 (90,513) S 164,353 § 4,008,945
2023 § 2,679,000 S 1,306,340 §$ (90,513) & 164,353 § 4,059,180
2024 5 2,679,000 5 1,358,594 3 (90,513) S 225956 S 4,173,037
2025 $ 2,679,000 5 1,412,944 5 (90,513) & 225,956 § 4,227,387
2026 & 2,679,000 § 1,469,468 § (90,513) S 225,956 § 4,283,911
2027 S 2,679,000 5 1,528,243 3§ (90,513) & 225956 S 4,342,687
2028 § 2,679,000 5% 1,589,348 S (90,513) 3 215956 5 4,403,792
2028 S 2,679,000 § 1,652,938 S (90,513) & 306,681 & 4,548,106
2030 S 2,679,000 § 1,719,089 § (90,513) § 306,681 § 4,614,257
2031 & 2,679,000 5 1,787,803 $ (90,513) & 306,681 & 4,682,971
2032 s 2,679,000 § 1,859,312 § (90,513) s 306,681 S 4,754,480
2033 § 2,679,000 $ 1,933,694 3 (90,513) § 306,681 S 4,828,862
2034 $ 2,679,000 3 2,011,104 5 (90,513) § 412,433 5 5,012,024
2035 5 2,679,000 § 2,091,542 § (90,513) & 412,433 § 5,002,462

* Based on the Fourth Ammendment to the Facility Lease Schedule 1l

** Assuming 2010 production stays consistant through cut the next 24 years. The percentage rent rate
per year is based on the Fourth Ammendment to the Facility Lease Schedula I

*** Assuming interest at 3.25% based on interest included in DPU 11-43

{90,593 (interest in the test year/2,785,000(required reserve for financing)=3.25%)

****Assuming the monthly percentage rent calculation does not fall below 20% of the fixed rent.
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APPENDIX F- APPRAISAL CERTIFICATION

We hereby certify the following statements regarding this appraisal:

10.

11;

12.

This appraisal report is a summary report, as defined in the Uniform Standards of Professional
Appraisal Practice (USPAP) Standards Rule 2-2,

The statements of fact contained in this report are true and correct,

The reported analysis, opinions, and conclusions are limited only by the reported assumptions and
limiting conditions and are my personal, impartial and unbiased professional analysis, opinions
and conclusions.

[ have no present or prospective future interest in subject property that is the subject of this
appraisal report.

[ have not previously appraised the subject property during the three years prior to this
engagement,

I have no personal interest or bias with respect to the subject matter of this report or the parties
involved.

My compensation for making the appraisal is in no way contingent upon the value reported or
upon any predetermined value.

My analysis, opinions, and conclusions were developed, and this report was prepared, in
accordance with USPAP.

I have not made a personal inspection of the property that is the subject of this report.

As described herein, the firm of Hatch Mott provided significant professional assistance
regarding the analyses, opinions, and conclusions set forth in this report.

The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the code of professional ethics and the standards
of professional appraisal practice of the professional organizations of which we are members.

Disclosure of the contents of this report is subject to the requirements of the professional
organizations of which we are members related to review by their duly authorized representatives.

[QJ but £ féh-‘z‘é'") t]26)s 2
Robert F. Reilly Date
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APPENDIX G- ASSUMPTIONS AND LIMITING CONDITIONS

The primary assumptions and limiting conditions pertaining to the conclusion of value stated in this report
are summarized below. Other assumptions are cited elsewhere in this report.

0.

The value conclusion arrived at herein is valid only for the stated purpose as of the date of the
valuation.

We have accepted without any verification financial statements and other related information
provided by the company or its representatives as fully and correctly reflecting the subject
properties operating results for the respective periods, except as specifically noted herein. We
have not audited, reviewed, or compiled the financial information provided to us. Accordingly,
we express no audit opinion or any other form of assurance on this information.

We obtained public information and industry and statistical information from sources we believe
to be reliable. However, we make no representation as to the accuracy or completeness of such
information and have performed no procedures to corroborate the information

We do not provide assurance on the achievability of the results forecasted by the company
because events and circumstances frequently do not occur as expected. Differences between
actual and expected results may be material; and achievement of the forecasted results is
dependent on actions, plans, and assumptions of management.

We based the value conclusion arrived at herein on the assumption that the current level of
management expertise and effectiveness would continue to be maintained and that the character
and integrity of the subject property through any sale, reorganization, exchange, or diminution of
the owners’ participation would not be materially or significantly changed.

This report and the value conclusion arrived at herein are for the exclusive use of our client for
the sole and specific purposes as noted herein. They may not be used for any other purpose or by
any other party for any purpose. Furthermore, the report and value conclusion are not intended by
the authors, and should not be construed by the reader, to be investment advice in any manner
whatsoever. The value conclusion represents our considered opinion, based on information
furnished by the company and other sources.

Neither all nor any part of the contents of this report (especially the value conclusion, the identity
of any valuation analysts, or the firm with which such valuation analysts are connected or any
reference to any of their professional designations) should be disseminated to the public through
advertising media, public relations, news media, sales media, mail, direct transmittal, or any other
means of communication, including but not limited to the Securities and Exchange Commission
or other governmental agency or regulatory body, without our prior written consent and approval.

We are not environmental consultants or auditors, and we take no responsibility for any actual or
potential environmental liabilities. Any person entitled to rely on this report, wishing to know
whether such labilities exist, or the scope and their effect on the value of the property, is
encouraged to obtain a professional environmental assessment. We do not conduct or provide
environmental assessments and have not performed one for the subject property.

We have not independently determined whether the subject property is subject to any present or
future liability relating to environmental matters (including, but not limited to
CERCLA/Superfund lability) nor the scope of any such liabilities. Our valuation takes no such
liabilities into account, except as they have been reported to us by the company or by an
environmental consultant working for the company, and then only to the extent that the liability
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I1.

12.

14,

was reported to us in an actual or estimated dollar amount. Such matters, if any, are noted in the
report. To the extent such information has been reported to us, we have relied on it without
verification and offer no warranty or representation as to its accuracy or completeness.

. We have not made a specific compliance survey or analysis of the subject property to determine

whether it is subject to, or in compliance with, the American Disabilities Act of 1990, and this
valuation does not consider the effect, if any, of noncompliance.

No change of any item in this valuation report will be made by anyone other than us, and we have
no responsibility for any such unauthorized change.

Unless otherwise stated, no effort has been made to determine the possible effect, if any, on the
subject property due to future federal, state, or local legislation, including any environmental or
ecological matters or interpretations thereof.

. If prospective financial information approved by management has been used in our work, we

have not examined or compiled the prospective financial information. Therefore, we do not
express an audit opinion or any other form of assurance on the prospective financial information
or the related assumptions. Events and circumstances frequently do not occur as expected, and
there will usually be differences between prospective financial information and actual results, and
those differences may be material.

Except as noted, we have relied on the representations of the owners, management, and other
third parties concerning the value and useful condition of all equipment, real estate, and
investments used in the business, and any other assets or liabilities, except as specifically stated to
the contrary in this report. We have not attempted to confirm whether or not all assets of the
business are free and clear of liens and encumbrances or that the entity has good title to all assets.
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APPENDIX G- QUALIFICATIONS OF THE PRINCIPAL APPRAISER

Willamette Management Associates



Joe A. Conner, Esq.
June 29,2012
Page 227

ROBERT F. REILLY, CPA

Robert Reilly is a managing director of Willamette Management Associates. His practice includes
business valuation, forensic analysis, and financial opinion services.

Robert has performed the following types of valuation and economic analyses: economic event analyses,
merger and acquisition valuations, divestiture and spin-off valuations, solvency and insolvency analyses,
fairness and adequacy opinions, ESOP formation and adequate consideration analyses, private
inurement/intermediate sanctions opinions, acquisition purchase accounting allocations, reasonableness of
compensation analyses, restructuring and reorganization analyses, tangible asset/intangible asset
intercompany transfer price analyses, and lost profits/economic damages analyses.

He has prepared these valuation and economic analyses for the following purposes: transaction pricing
and structuring (merger, acquisition, liquidation, and divestiture); taxation planning and compliance
(federal income, gift, and estate tax; state and local property tax; transfer tax): financing securitization and
collateralization; employee corporate ownership (ESOP employer stock transactions and compliance
valuations); forensic analysis and dispute resolution; corporate strategic planning and management
information; bankruptcy and troubled company support (recapitalization, reorganization, restructuring);
financial accounting and public reporting; and regulatory compliance and corporate governance.

Robert has valued the following types of business entities and securities: close corporation business
enterprise, close corporation fractional ownership interests, public corporation restricted stock, public
corporation subsidiaries/ divisions, complex capital structures (various classes of common/preferred
stock; options, warrants, grants, rights), general and limited partnership interests, joint ventures,
proprietorships, professional service corporations, professional practices, LLPs and LLCs, license
agreements, and franchises.

He has performed valuation, remaining useful life, lost profits/economic damages, and arm’s-length
royalty rate/transfer price analyses related to the following types of intangible assets: advertising
campaigns and programs, appraisal plants, broadcast licenses, building permits, cable TV franchises,
certificates of need, computer software, computer databases, contract rights, core depositors, copyrights,
credit information files, customer and supplier contracts, customer lists and customer relationships,
development/commercialization rights, distribution rights, distribution systems, employment contracts,
engineering drawings, film libraries, franchise contracts and rights, going-concern value, goodwill,
leasehold interests, licenses, literary compositions, loan portfolios, management contracts, manuscripts,
mining and mineral rights, mortgage servicing rights, musical compositions, noncompete covenants,
patent applications, patents, patient charts and records, permits, possessory interests, prizes and awards,
procedural manuals, production backlogs, proprietary technology, solicitation rights, subscriber lists,
technical documentation and libraries, trained and assembled workforces, trade names, trademarks, trade
secrets, training manuals and documentation, and air/water/land use rights.

Robert has performed business and property valuations in the following industries: accounting and
consulting, advertising, administrative services, aerospace, apparel, appraisal, automobile dealerships,
automobile manufacturing, automobile suppliers, aviation, bottling, broadband, brokerage, cable
television, cement, chemical, commercial banking, chemicals, communications, computer services,
construction and contracting, consumer finance, consumer products, cosmetics, cruise ship lines, data
processing, decontamination, defense, distribution, education, entertainment, equipment leasing, fast
food, financial services, food processing, food service, forest products, grocery, health care, home health
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services, hotel and hospitality, insurance, internet, investment banking, leasing, manufacturing, marine,
medical and dental practice, mining and mineral extraction, money management, natural resources,
petrochemical, petroleum, pharmaceuticals, plastics, printing, public utilities, publishing, radio
broadcasting, railroad, real estate development, recreational services, refinery, restaurant, retailing,
shipping, steel, telecommunications, television broadcasting, textiles, thrift institutions, transportation and
trucking, vacation and leisure, vocational training, waste management, water and wastewater, and
wholesaling.

He has prepared financial advisory analyses and economic analyses for merger and acquisition purposes:
identification of M&A targets, valuation of target company synergistic/strategic benefits, identification
and assessment of divestiture/spin-off opportunities, economic analysis of alternative deal structures,
negotiation of deal price and terms, assessment of fairness and solvency of proposed transactions, and
design/valuation of alternative equity and debt instruments.

Robert has valued the following types of real property interests: commercial office buildings, easements,
facades, hospitals, hotels, industrial cooperatives, industrial and manufacturing facilities, industrial parks,
land improvements and infrastructures, mines, nursing homes, quarries, railroads, regional shopping
malls, residential apartment complexes, restaurants, retail stores, rights of way, strip shopping malls,
timber land, vacant rural land, vacant urban land, and warchouses. These valuations have valued the
following real estate interests: fee simple, leaschold interest, leasehold estate, possessory interests, life
interests, reversionary interest, air rights, water rights, mineral rights, use rights and development rights.

Robert has been accepted as an expert witness in various federal, state, and interational courts and before
various boards and tribunals. This expert testimony has related to business, stock, and property valuation
matters and to lost profits/economic damages matters. He has served as an expert witness in the following
types of litigation: bankruptey, breach of contract, breach of fiduciary duty, condemnation,
conservatorship, corporate dissolution, expropriation, federal income tax, federal gift and estate tax,
intellectual property infringement, lender liability, marital dissolution, dissenting shareholder appraisal
rights/shareholder oppression, property tax appeal, reasonableness of executive compensation, solvency
and insolvency, stockholder suits, tort claims, wrongful death/personal injury, and reasonableness of

royalty rates and/or transfer prices. He has served as a court-appointed arbitrator with respect to squeeze-
out merger dissenting sharcholder rights actions.

PREVIOUS EXPERIENCE

Prior to Willamette Management Associates, Robert Reilly was a partner and national director of
valuation services for the Deloitte & Touche accounting firm. Prior to Deloitte & Touche, Robert Reilly
was vice president of Arthur D. Little Valuation, Inc., a valuation services firm. Prior to that, Robert was

the director of corporate development for Huffy Corporation, a manufacturing company. Prior to that, he
was a senior consultant for Booz, Allen & Hamilton, a management consulting firm,

EDUCATION

Master of Business Administration, finance, Columbia University Graduate School of Business

Bachelor of Arts, economics, Columbia University
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PROFESSIONAL AFFILIATIONS

Accredited in Business Valuation (ABV)—American Institute of Certified Public Accountants

Accredited Senior Appraiser (ASA)—American Society of Appraisers, in business valuation

Accredited Tax Advisor (ATA)—Accreditation Council for Accountancy & Taxation

Associate Member—Appraisal Institute

Certified Business Appraiser (CBA)—Institute of Business Appraisers

Certified in Financial Forensics (CFF)—American Institute of Certified Public Accountants

Certified Management Accountant (CMA }—Institute of Management Accountants

Certified Public Accountant (CPA)—OQhio and 1llinois

Certified Real Estate Appraiser (CREA)—National Association of Real Estate Appraisers

Certified Review Appraiser (CRA)—National Association of Review Appraisers and Mortgage
Underwriters

Certified Valuation Consultant (CVC)—National Association of Review Appraisers and Mortgage
Underwriters

Chartered Financial Analyst (CFA)—CFA Institute

Chartered Global Management Accountant (CGMA }—Association of International Certified Professional
Accountants

Enrolled Agent (EA)—licensed to practice before the Internal Revenue Service

Robert is a member of the American Bankruptcy Institute, American Economic Association, American
Institute of Certified Public Accountants, American Society of Appraisers, Business Valuation
Association, The ESOP Association, Illinois Society of Certified Public Accountants, Institute of Business
Appraisers, CFA Institute, Institute of Professionals in Taxation, Institute of Certified Management
Accountants, International Association of Assessing Officers, National Association of Business
Economists, National Association of Real Estate Appraisers, and Ohio Society of Certified Public
Accountants.

Robert is a state certified general appraiser in the states of Illinois, Michigan, New York, Utah, and
Virginia.

He has completed the following Appraisal Institute appraisal courses: 110-appraisal principles, 120—
appraisal procedures, 200R-residential market analysis and highest & best use, 210-residential case
study, OL300GR-online real estate finance statistics and valuation modeling, 310-basic income
capitalization, 320-general applications, 400-USPAP update, 410A-standards of professional practice,
420-standards of professional appraisal practice, 420B-business practices and ethics, 430C—standards of
professional practice, 510-advanced income capitalization, 520-highest and best use analysis, 530
advanced cost and sales comparison approaches, 540-report writing and valuation analysis, 550—
advanced applications, SE700-the appraiser as an expert witness: preparation & testimony, online using
your HP12C financial calculator, 7-hour National USPAP course, and 15-hour National USPAP course.
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