OPERATION, MAINTENANCE and MANAGEMENT AGREEMENT

between

THE CITY OF NASHUA, NEW HAMPSHIRE

and

VEOLIA WATER NORTH AMERICA - NORTHEAST, LLC

dated

January __, 2006
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THIS OPERATIONS, MAINTENANCE AND MANAGEMENT AGREEMENT
(“Agreement”) is entered into this day of December 2005, by and between

City of Nashua, New Hampshire, with its mailing address at
(hereinafter “OWNER” or “City”)

and

Veolia Water North America - Northeast, LL.C, with its principal
address at 200 Cordwainer Drive, Suite 202, Norwell, Massachusetts,
02061 (hereinafter “VWNA” or “Company”).

WHEREAS Nashua has initiated proceedings before the New Hampshire Public Utilities
Commission pursuant to NH RSA 38 to acquire by eminent domain the assets of Pennichuck
Water Works, Inc. (“PWW?”) related to the treatment and distribution of water (hereafter, the
“Managed Assets”);

WHEREAS Nashua, in anticipation of successfully acquiring the Assets, issued a
request for proposals on March 25, 2005 to provide for the operation and maintenance of a water
utility;

WHEREAS, on July 14, 2005, the Company submitted a proposal in response to the
request for proposals;

WHEREAS, based on evaluation of the proposals, the OWNER on September 7, 2005
selected the proposal submitted by the COMPANY, as revised, as the most advantageous
proposal received in response to the request for proposals;

WHEREAS Nashua and the Company desire to enter into a comprehensive agreement for
the operation, maintenance and management of the Managed Assets and such other services as
described for fully herein;

NOW, THEREFORE, in consideration of the mutual covenants and agreements
hereinafter set forth, OWNER and VWNA agree as follows:
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1.1

ARTICLE I
GENERAL PROVISIONS
STRUCTURE OF THIS AGREEMENT

Notice to Proceed Required. The Company shall not commence, and except as
specifically provided by this Agreement, Nashua shall not incur any liability for, the
Services set forth in this Agreement until the Company receives a duly authorized written
Notice to Proceed issued by Nashua.

Intent of Notice to Proceed. It is the intent of the parties that the Service
Commencement Date shall be at least 120 days after the Notice to Proceed. The period
of time between the Notice to Proceed and the Service Commencement Date is intended
to allow the Company an initial period of due diligence and to initiate transitional
services, including but not limited to, hiring of employees.

Conditions Precedent. The following events shall be conditions precedent to the
issuance of a Notice to Proceed:

1. Issuance of a final order of the NHPUC approving Nashua’s Petition for
Valuation pursuant to RSA 38 and the exhaustion of any and all appeals related to
such a final order of the NHPUC;

2. Ratification by Nashua and issuance of bonds pursuant to RSA 38:13.

The parties agree that Nashua may waive the condition precedent of a final order of the
NHPUC approving Nashua’s Petition if, for example, Nashua has a good faith belief that
it will succeed on the merits, or where appeals from the NHPUC’s decision are limited to
valuation and not the public interest. Nothing in this agreement shall limit in any way
Nashua’s discretion to waive any conditions precedent to this Agreement.

Satisfaction of Conditions Precedent. The OWNER and the COMPANY shall each
exercise good faith and due diligence and use all reasonable efforts in taking such actions
as may reasonably be under their control in order to satisfy the conditions precedent set
forth above as soon as practicable.

Oversight Contractor. The parties acknowledge that Nashua shall designate an oversight
contractor and such other consultants or persons to manage Nashua’s responsibilities, rights
or undertakings. Nashua shall provide written notice to the Company in accordance with
this Agreement of any such oversight contractor(s) and the scope of their oversight
responsibilities.
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F. Audit and Inspection by Owner or Oversight Contractor(s). VWNA shall provide
Owner and its duly authorized agents, representatives or Oversight Contractors with:

1. Access to inspect the Managed Assets at any time, with or without prior notice, to
ensure all required work is being performed in compliance with this Agreement and
applicable laws, rules and regulations. Owner shall notify the Company upon arrival
in performing such inspections and shall comply with the Company’s safety policies
and procedures.

2. During normal business hours, access to review and inspect all records, information
and management systems or any other documents related to the Company’s OM&M
undertakings pursuant to this Agreement. Upon request, the Company shall provide
the Owner with copies of all such records, information and any other documents.
The Company may charge Owner a reasonable fee for the costs related to copying,
but not inspecting, such records, information and any other documents requested by
the Owner. This provision does not entitle Owner or its designees access to review,
inspect or copy confidential or proprietary information of the Company.

G. Designation of Services Provided by VWNA. 1t is the intent of the parties that VWNA’s
services under this Agreement shall fall into one of the following categories: Services
Provided for the Annual Fee; RRR&M services; Transition Services; Capital Improvement
Services and Supplemental Services. These services are generally described in their
respective Appendices and as follows:

1. Services Provided for the Annual Fee include the OM&M Services set forth in
Appendix D. OM&M Services correspond generally to those operations and
maintenance items described in Appendix D having a useful life of less than one
year. Services Provided for the Annual Fee also include such other services such as
the preparation of plans, budgets and other documents as set forth in this Agreement.

2. RRRM Services include the RRRM Services set forth in Appendix H.  RRRM
Services correspond generally to those maintenance items described in Appendix H
having a useful life of greater than one year. RRRM Services also include such
other services as set forth in this Agreement. Unless otherwise specified within this
Agreement, RRRM Services provided by VWNA are not included in the Annual
Fee and shall paid by the OWNER in accordance with this Agreement.

3. Transition Services include those services provided by VWNA as set forth in
Appendix Q and the provisions of this Agreement. In consideration for VWNA’s
provision of the Transition Services, OWNER shall pay VWNA the Transition
Payment specified in this Agreement.
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2.1

4. Capital Improvement Services include those services set forth in Appendix G
related to the completion of capital improvements as a result of a capital
improvements plan approved by the OWNER, except as otherwise provided by this
Agreement. It is the intent of the parties that the OWNER in its sole discretion, will
negotiate for completion of capital improvement projects for compensation with
VWNA or with third-party contractors.

5. Supplemental Services include the Supplemental Services set forth in Appendix E
and the provisions of this Agreement. Unless otherwise specified within this
Agreement, Supplemental Services are not included in the Annual Fee and shall be
paid by the OWNER in accordance with this Agreement.

ARTICLE II
DEFINITIONS AND ADMINISTRATIVE PROVISIONS
DEFINITIONS AND ADMINSTRATIVE PROVISIONS

Definitions. Definitions of words and phrases used in this Agreement and the attachments
are contained in Appendix A.

Ownership of Managed Assets. All Managed Assets including all land, permits, buildings,
facilities, easements, licenses, rights-of-way, equipment and vehicles presently or hereinafier
acquired or owned by OWNER shall remain the exclusive property of OWNER unless
specifically provided for otherwise in this Agreement.

Choice of Law. This Agreement shall be governed by and interpreted in accordance with
the laws of the State of New Hampshire. The parties agree that any disputes related to this
Agreement shall be brought solely in state or Federal courts in the State of New Hampshire
or administrative agencies established by or for the State of New Hampshire.

Assignment. This Agreement shall be binding upon the successors and assigns of each of
the parties, but neither party shall assign this Agreement without the prior written consent of
the other party. Consent shall not be unreasonably withheld.

Assignment to the Merrimack Valley Regional Water District. Notwithstanding
anything to the contrary, upon and subject to approval by the NHPUC, if such approval is
required, Owner is expressly permitted to assign this Agreement to the Merrimack Valley
Regional Water District but only if such assignment is legal and does not invalidate or
otherwise reduce the term of this Agreement.

Nashua OM&M Agreement Page No. 5
2005-12-23 v. 5 (VWNA)



F. Notice. All notices required by this Agreement shall be in writing and transmitted to the
party's address stated above. A copy of any notice given to OWNER or to VWNA shall
also be provided to the Designated Representative of the party to receive such notice. All
notices shall be deemed given when delivered, if delivered personally or by courier mail
service, i.e., Federal Express or Airborne Express, delivered after such notice has been
deposited in the United States mail postage prepaid, if mailed certified or registered U.S.
mail, return receipt requested; or received by the party for which notice is intended if given
in any other manner.

G. Entire Agreement. This Agreement, including the Appendices, represents the entire
Agreement between the parties. This Agreement may be modified only by written
agreement signed by both parties. Wherever used, the terms "VWNA" and "OWNER" shall
include the duly authorized officers, agents, directors, elected or appointed officials and
employees and, where appropriate, or subcontractors acting on behalf of VWNA or the
OWNER.

H. Severability. If any term, provision, covenant or condition of this Agreement is held by a
court of competent jurisdiction to be invalid, void or unenforceable, the remainder of the
provisions shall remain in full force and effect and shall in no way be affected, impaired or
invalidated.

L Independent Contractor. It is understood that the relationship of VWNA to the OWNER
is that of independent contractor. The services provided under this Agreement are of a
professional nature and shall be performed in accordance with good and accepted industry
practices for contract operators similarly situated.

J. Attorneys Fees. Except as provided in Appendix K, if any litigation is necessary to enforce
the terms of this Agreement, the prevailing party shall be entitled to reasonable attorney’s
fees which are directly attributed to such litigation in addition to any other relief to which it
may be entitled.

K. No Third-Party Beneficiaries. Nothing in this Agreement shall be construed to create in
any third party or in favor of any third party any right(s), license(s), power(s) or privilege(s).

L. Designated Representative. Prior to the commencement of work under this Agreement,
each party shall designate in writing an employee or other representative of the designating
party who shall have the responsibility to approve changes in the Scope of Work and
compensation therefore, execute written Change Orders reflecting such changes, render
decisions promptly, and furnish information expeditiously to the other party when
necessary. The Owner’s designated representative will also serve as the point of contact for
the coordination of VWNA'’s activities with other OWNER organizations.
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M. Interpretation. This Agreement shall be interpreted in accordance with its plain meaning
and not strictly for or against either party hereto.

N. Company Use of Managed Assets. Except upon written approval from Nashua, the
Company shall not use or permit the use of the Managed Assets for any purpose other
than those uses related to this Agreement.

ARTICLE III
GENERAL PROVISIONS CONCERNING SERVICE
3.1 GENERAL PROVISIONS CONCERNING SERVICE

A. VWNA shall provide a sufficient number of certified and qualified personnel,
including management, administrative, operational, technical, laboratory and
clerical, who meet relevant State of New Hampshire requirements and certifications
regarding water treatment operations, maintenance and management and are capable
and demonstrate experience necessary to operate the Project covered by this
Agreement. VWNA will provide a Project Manager whose services will be personal
to this Agreement and whose replacement will be subject to OWNER’s consent,
such consent not to be unreasonably withheld.

B. VWNA shall provide ongoing training and education for appropriate personnel in all
necessary areas of modem water process control, maintenance, safety, and
supervisory skills.

C. VWNA shall utilize computerized programs for maintenance, process control, cost
accounting, customer service, field operations and laboratory Quality
Assurance/Quality Control.

D. VWNA shall operate, maintain and/or monitor the Project and the Managed Assets
on a 24-hour per day, seven day per week schedule, as described in Articles 3,4, 5, 6
and 7 below.

E. VWNA will implement and maintain an employee safety program in compliance
with applicable laws, rules and regulations, including but not limited to RSA 281-
A:64. A copy of the written safety program shall be submitted to the OWNER.
VWNA shall conduct an annual review and update of the written safety program and
provide a copy to the OWNER.

F. As required by law or permit, VWNA will prepare necessary reports and submit
them to OWNER for signature and transmittal to appropriate authorities.
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G. VWNA will provide laboratory testing and sampling required by applicable federal,
state or local rules and regulations, statutes or ordinances, permit or license
requirements.

F. VWNA shall provide OWNER with a full accounting of all billings made to the
Owner, by VWNA, at intervals and in sufficient detail as may be determined by
OWNER, and agreed to by VWNA, and assist OWNER in the preparation of annual
operating budgets.

G. VWNA shall maintain all of the records generated by VWNA that are related to the
Project. VWNA shall maintain the originals of all such records in the physical
custody of VWNA. Where records are maintained electronically, records shall be
backed up and maintained to ensure the integrity of Project documentation.

H. VWNA shall incur all costs related to the provision of the Services, except those
costs incurred by the OWNER, as specified in Article 8.

ARTICLE IV
TRANSITION SERVICES

4.1. SCOPE OF TRANSITION SERVICES

VWNA shall provide the Transition Services set forth in Appendix Q and in accordance
with this Agreement, Applicable Laws and Prudent Industry Practice.

4.2. PAYMENT FOR TRANSITION SERVICES.

OWNER shall be responsible for making Transition Payments as set forth in this
Agreement.
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ARTICLE 5

OPERATION, MAINTENANCE AND
MANAGEMENT OF THE MANAGED ASSETS

5.1. STANDARDS FOR OM&M OF THE MANAGED ASSETS

The Company shall provide uninterrupted operation, maintenance and management
(“OM&M”) of the Managed Assets in accordance with:

1. The provisions of this Agreement, including the Appendices, and, where applicable,
plans generated in conformity with this Agreement, including the Appendices;

2. All Applicable State, Federal or local laws and regulations, including all applicable
permits, authorizations, licenses or other requirements;

3. All applicable State and Federal water quality standards. Such water quality
standards include but are not limited to the primary and secondary water quality
standards established by the New Hampshire Department of Environmental Services
(the “NHDES”) and the United States Environmental Protection Agency (USEPA).

4. Prudent Industry Practice; and

5. Where appropriate and consistent with the above, manufacturer’s instructions and
warranty requirements related to the Managed Assets.

5.2 GENERAL PROVISIONS CONCERNING OM&M

A. Commencement Date. OM&M of the Managed Assets shall begin on the Service
Commencement Date.

B. Standards Applicable to Managed Assets. In conformance with Appendix D, VWNA
will operate and maintain the Managed Assets, as more particularly identified in Appendix
B, including the water distribution system and appurtenances. VWNA’s responsibility for
OM&M of the water distribution system shall end at the customer’s property line.
However, VWNA shall provide OM&M Services for certain limited Managed Assets such
as meters that are owned by the OWNER and normally located on the customer’s property.
VWNA shall not be responsible for providing connections to the utility plant for new
customers including, but not limited to, service taps, meters, service lines or related
appurtenances unless OWNER directs, and VWNA agrees, to provide such services as
Supplemental Services or as provided for in Appendix H (RRRM).
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C. Raw Water Specifications.

1. Within the capacity and capabilities of the treatment plant, and subject to the
provision of Acceptable Raw Water, VWNA shall manage and operate the treatment
plant so that finished water produced from the plant meets the primary and
secondary finished water standards as defined by the New Hampshire Department of
Environmental Services as of the Service Commencement Date. When Raw Water
does not comply with the Raw Water Specifications of Appendix C, VWNA shall
manage and operate the treatment plant on a reasonable efforts basis.

2. Within the capacity and capabilities of the satellite systems, and subject to the
provision of Acceptable Raw Water, VWNA shall manage and operate the satellite
systems so that finished water produced from the satellite systems meets the primary
and secondary finished water standards as defined by the New Hampshire
Department of Environmental Services as of the Service Commencement Date.
When Raw Water does not comply with the Raw Water specifications of Appendix
C, VWNA shall manage and operate the satellite systems on a reasonable efforts
basis.

ARTICLE 6
RENEWAL, REPAIR AND REPLACEMENT MAINTENANCE

6.1 STANDARDS FOR RENEWAL, REPAIR AND REPLACEMENT
MAINTENANCE.

VWNA shall provide Renewal, Repair and Replacement Maintenance (RRRM) Services set
forth in Appendix H in accordance with:

A. The provisions of this Agreement and, where applicable, plans generated in
conformity with this Agreement;

B. All applicable State, Federal or local laws and regulations, including all applicable
permits, authorizations, licenses or other requirements;

C. Prudent Industry Practice; and

D. Where appropriate and consistent with the above, manufacturer’s instructions and
warranty requirements related to the Managed Assets.

6.2 PAYMENT FOR RRRM SERVICES.

Nashua OM&M Agreement Page No. 10
2005-12-23 v. 5 (VWNA)



6.3

6.4

Monthly Statement. VWNA shall providle OWNER with a monthly invoice statement of
RRRM services during the prior month. The monthly statement shall include a detailed
itemization of the RR&RM services showing the breakdown of fixed and variable costs.

Payment for RR&RM Services. Owner shall pay VWNA’s monthly invoices in
accordance with Section 10.3 and the provisions of this Agreement.

Price for RR&RM Services. In consideration for VWNA'’s provision of RRRM Services,
Owner shall pay VWNA as set forth in this Agreement, including Section 10.3 and
Appendix H. Except as otherwise specified by this Agreement including Section 6.3 or
Appendix H, RRRM Services are not included in the Annual Fee.

Dispute Resolution. Any disputes concerning RR&RM services shall be referred to dispute
resolution in accordance with Appendix K of this Agreement. In the event that the parties
are unable to resolve any such disputes in accordance with procedures under Appendix K,
such disputes shall be resolved pursuant to the terms of this Agreement as provided by
applicable law.

RRRM SERVICES INCLUDED IN THE ANNUAL FEE
The following RRRM Services shall be provided by VWNA as part of the Annual Fee:

Recording RRRM Services in the CMMS. VWNA shall record in the CMMS system the
performance of RRRM Services by work order or job order. The work order system shall
show: the nature of each addition or retirement of Managed Assets, the billed price
breakdown calculated in accordance with Prudent Industry Practice and capabilities of the
CMMS system. Work orders covering jobs of short duration may be cleared monthly.

Preparation of RRRM Budgets for OWNER Approval. VWNA shall prepare periodic
RRRM budgets for the OWNER as set forth in Appendix H.

Documentation of RRRM Servicess. VWNA shall provide the OWNER with
documentation that Planned Maintenance is being performed on OWNER’s owned
equipment. Such a maintenance program must include documentation of all Planned
Maintenance and a spare parts inventory.

Maintaining Warranties. VWNA shall be responsible for maintaining all manufacturers'
warranties on new equipment purchased by OWNER and assist OWNER in enforcing
existing equipment warranties and guarantees.

ADMINISTRATION
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VWNA shall notify the OWNER prior to commencing any RRRM Services VWNA
reasonably believes will exceed Ten Thousand (10,000) Dollars. VWNA will not
commence RRRM Services costing in excess of Ten Thousand (10,000) dollars
without prior written approval from the OWNER.

Notwithstanding anything to the contrary, in any emergency affecting the safety of
persons or property, VWNA may act without prior written approval, amendment or
change order, at VWNA’s discretion, to prevent threatened damage, injury or loss.
VWNA shall be compensated by OWNER for any such emergency work
notwithstanding the lack of prior written approval.

ARTICLE VII
FIELD OPERATIONS

VWNA'’s Scope of Services — Field Operations

7.1  This Article shall apply to VWNA’s field operations including distribution and
customer service functions.

7.2  On a periodic basis, as set forth in Table 7.2 below, VWNA shall read the water
meter for each customer of OWNER connected to the water system (hereinafter
“Customer’’) and timely convey that information to OWNER. VWNA shall conduct
all repeat meter reads and special readings for closing and opening of accounts.

Table 7.2 - \
Meter Size/Description = Frequency of Meter Read |
Meters larger than % inch Monthly
Meters equal or less than ¥ inch: | Monthly
commercial accounts
Meters equal or less than % inch: | Monthly
residential accounts where meters have
been converted to radio readers
Meters equal or less than ¥ inch: | Quarterly
residential accounts where meters have
not been converted to radio readers:
residential accounts

7.3  VWNA shall respond to requests for service by OWNER such as turning on service
for water, rechecking meter readings (up to once per customer per billing cycle) and
physically disconnecting water service. OWNER shall make such requests by a
work order system and will endeavor to ensure adequate accurate information is
provided with request.
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74

7.5

8.1

8.2

8.3

8.4

8.5

8.6

8.7

VWNA shall implement and maintain a backflow and cross-connection inspection
program in accordance with the New Hampshire Environmental Services
requirements.

VWNA shall provide a 24-hour access telephone number for the purpose of
receiving customers inquires and emergency service calls related to the Project.
VWNA shall forward all calls to the OWNER, which are not applicable to the Scope
of Services outlined in this Agreement.

ARTICLE VI

OWNER’S OBLIGATIONS

OWNER shall pay any amounts owed to VWNA by OWNER pursuant to this
Agreement.

OWNER shall grant to VWNA the sole, exclusive and irrevocable right and
discretion to perform the Services and to operate the Managed Assets.

OWNER shall grant VWNA access to the Managed Assets and cause the
predecessor operator to relinquish and transfer possession of and operating
responsibility for the System to the Company as of the Commencement Date,
remove all of the predecessor operator’s personal property from the Managed
Assets and shall provide for an orderly transfer of responsibility to the Company.

OWNER will provide Acceptable Raw Water.

The OWNER shall fund all necessary Unplanned Maintenance. Any fines, loss,
damage, or injury resulting from OWNER's failure to authorize Unplanned
Maintenance costing in excess of Ten Thousand (10,000) Dollars or City Capital
Projects when reasonably requested by VWNA shall be the sole responsibility of
OWNER.

The OWNER shall keep in force all warranties, guarantees, easements and licenses
that have been granted to OWNER and are not transferred to VWNA under this
Agreement.

OWNER shall obtain, maintain and renew all Project related authorizations for
which OWNER is or may become responsible, including, but not limited to
Managed Assets, operational and building permits. VWNA shall identify and
prepare applications for such Project related authorizations and OWNER and
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VWNA shall assist each other to obtain, maintain or renew all such Project related
authorizations for which OWNER or VWNA is or may become responsible.

8.8 The OWNER shall pay all sales, excise, ad valorem, property, franchise,
occupational and disposal taxes, or other taxes associated with the Project other than
taxes imposed upon VWNA’s net income and/or payroll taxes for VWNA
employees. In the event VWNA is required to pay any sales tax or use taxes on the
value of the services provided by VWNA hereunder or the services provided by any
subcontractor of VWNA, such payments shall be reimbursed by the OWNER unless
the OWNER furnishes a valid and properly executed exemption certificate relieving
the OWNER and VWNA of the obligation for such taxes. In the event the OWNER
furnishes an exemption certificate which is invalid or not applicable to services by
VWNA, the OWNER shall indemnify VWNA for any taxes, interest, penalties, and
increment costs, expenses or fees which it may incur as a result of VWNA's reliance
on such certificate.

89 The OWNER may provide VWNA, within a reasonable time after written request
and on an "as available" basis, with the temporary use of OWNER's heavy
equipment that is available so that VWNA may discharge its obligations under this
Agreement in the most cost-effective manner. If the equipment is operated by
VWNA, the operators must be approved by the OWNER and shall be subject to all
of the training, licensing and certification requirements of the applicable OWNER’s
employees. All of VWNA'’s subcontractors are subject to the same requirements
and criteria, in connection with this provision, as VWNA. If after written request
OWNER declines to providle VWNA with temporary use of OWNER’s heavy
equipment within a reasonable time for performance RRRM or Capital
Improvement Services then VWNA may include the costs related to the use of such
equipment necessary for the performance of its RRRM or Capital Improvement
Services in accordance with this Agreement.

8.10 OWNER shall provide all registrations and licenses for OWNER's vehicles used in
connection with the Project.

8.11 OWNER shall provide VWNA exclusive use of all vehicles and equipment required
to execute the Project. VWNA shall submit to OWNER copies of the driver records
and licenses, including CDL’s of all employees who will operate such vehicles and
equipment. VWNA shall provide evidence of compliance with all Federal CDL
requirements and a copy of its CDL testing program. Any subcontractor whose
employees use such vehicles and equipment shall be subject to the same
requirements, in connection with this provision, as VWNA.

8.12 OWNER shall provide the Project with appropriate security personnel and/or
devices to protect against any losses resulting from the theft, damage, or
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8.13

8.14

8.15

8.16

8.17

8.18

unauthorized use of property owned by OWNER and shall accept lability for such
losses except to the extent such losses are directly caused by the negligent acts or
omissions of VWNA.

OWNER shall provide to VWNA all information, documents and records relating
or connected with the Managed Assets or the Services that OWNER has within its
care, custody or control and which VWNA may require in order to meet its
obligations under this Agreement.

OWNER shall provide and secure for the benefit of VWNA all rights of way and
casements relating to the Managed Assets and access to the Managed Assets so
that VWNA may perform its obligations under this Agreement.

OWNER shall be responsible for all non-rolling stock, Project-related fuel costs,
including electricity, natural gas and fuel oil.

OWNER shall supply computers, related hardware, and computerized programs for
maintenance, process control, cost accounting, customer services, field operations
and laboratory Quality Assurance/Quality Control. OWNER will ensure that the
computerized programs it provides are integrated with one another.

OWNER shall provide all administrative support required for handling customer
inquiries, bill generation, payment processing and collection. OWNER shall also
maintain the accounting systems and deposit, and developer and CIAC accounting,
to track billing, payment and collection activities.

OWNER shall provide a contact center for purposes of receiving Customer
inquiries, complaints and emergency service calls related to the Project. The
OWNER shall forward work requests from these calls to VWNA as applicable to the
services provided under the terms of the Contract.

ARTICLE IX

COMPENSATION

9.1 SERVICES PROVIDED FOR AN ANNUAL FEE

A, Scope of Services Provided for an Annual Fee. VWNA shall provide the following
services in consideration for the Annual Fee:

1.

Operation, Maintenance and Management of the Managed Assets as set forth in
Appendix D;
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B.

4,

Preparation of the Capital Improvements Plans set forth in Appendix G, but not the
cost of such Capital Improvements;

Preparation and maintenance of the Renewal, Repair and Replacement Maintenance
Plan and Budget as set forth in Appendix H, but not the cost of such Renewal,

Repair and Replacement Maintenance; and

Other Services included in the Annual Fee as provided by this Agreement.

Calculation of the Annual Fee.

1.

The Annual Fee shall be $4,996.203. The Annual Fee will be tolled until the Service
Commencement Date. The Annual Fee for the first year immediately following the
Service Commencement Date will be reduced by deducting $65 per customer from
the Annual Fee for total year round customers less than 24,570 and more than
21,383. In no event will the Annual Fee for the first year be reduced by more than
$207,155. The reduction described herein is a one-time adjustment. Further,
changes to the Annual Fee for any changes in the customer base subsequent to the
first year following the Service Commencement Date will be governed by Section
11.1.

The Annual Fee shall be negotiated each year at least four (4) months prior to the
anniversary of this Agreement's effective date. Should OWNER and VWNA fail to
agree, the Annual Fee will be adjusted by multiplying the existing Annual Fee by the
escalation formula below:

CPIy
Escalation Factor = 1.0 x
CPIg

Where:

CPI: General Inflation Factor - Consumer Price Index - All Urban Consumers
Boston, Brockton, Nashua series ID # CUURAO3SAO

Escalation Factor shall be calculated every year, on the 1* January of year N,
when no agreement on Annual Fee has been reached between OWNER and
VWNA.

E shall be the last year where the Annual Fee has been agreed between VWNA
and OWNER.

CPIyLast value of General Inflation Factor available on 1* January of year N
CPIgLast value of General Inflation Factor available on 1* January of year E

Nashua OM&M Agreement Page No. 16
2005-12-23 v. 5 (VWNA)



Unless otherwise agreed by the parties at least four (4) months prior to the anniversary of
this Agreement's effective date, Labor Rates set forth in Appendices E and H will be
adjusted under the formula set forth above except that the parties shall substitute the
“Employment Cost Index, Private Industry — Electric, Gas, and Sanitary Services series
ID-ECU12542A” for CPL.

9.2 TRANSITION SERVICES AND PAYMENT
The Transition Payment shall be $1,380,000. The Transition Payment shall be made in six
quarterly payments of $230,000 beginning on the Service Commencement Date and every
three months thereafter.
9.3 SERVICE COMMENCEMENT DATE ADJUSTMENT
A. The parties acknowledge that the interval between the Proposal Date and Service
Commencement Date is outside the control of VWNA and could be relatively lengthy.
B. The amounts set forth in Sections 9.1 and 9.2 and are stated relative to the Proposal Date
and are subject to adjustment as forth in Section 9.1 and/or the respective Appendix.
9.4  DISASTER RELATED REIMBURSEABLE COSTS
The services being provided under this Agreement are based on reasonably expected
overtime for normal breakdowns or services required after hours. Any additional expenses
including straight or over-time wages caused by severe weather, a disaster or unplanned
event that may be reasonably recovered through billing any third party including the State or
Federal Government FEMA funds will be billed to the OWNER for reimbursement.
ARTICLE X
PAYMENT OF COMPENSATION
10.1  One-twelfth (1/12) of the Annual Fee for the current year shall be due and payable
on the first of the month for each month that services are provided.
10.2  All other compensation to VWNA is due upon receipt of VWNA’s invoice and
payable within twenty (20) days.
103 OWNER shall pay interest at an annual rate equal to the prime rate published by the
Wall Street Journal, as of the date payment is due, on payments not paid and
received within twenty (20) calendar days of the due date, such interest being
calculated from the due date of the payment. In the event the charges hereunder
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might exceed any limitation provided by law, such charges shall be reduced to the
highest rate or amount within such limitation.
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ARTICLE XI

SCOPE CHANGES

11.1 A Change in Scope of services shall occur when and as VWNA’s costs of providing
services under this Agreement change as a result of:

11.1.1

11.1.2

11.1.3

11.1.4

11.1.5

11.1.6

11.1.7

11.1.8

A material difference between the Managed Assets and related conditions
on the Service Commencement Date and the assumptions set forth in
Appendix I;

A material change in Managed Asset operations, maintenance, personnel
qualifications or staffing or other costs which are the result of an
Uncontrollable Circumstance;

Increases or decreases of more than five hundred (500) customers, reported
in the 2004 PUC report to be 24,570 year-round customers;

Raw Water that does not meet the requirements set forth in Appendix C;

Capital Project additions, deletions, replacements or modifications that
impact the cost of OM&M of the Managed Assets including labor,
chemicals, materials and equipment.

OWNER’s failure to authorize when reasonably and timely requested by
VWNA, any of the following services to the extent necessary for the
OM&M of the Managed Assets in accordance with this Agreement,
Applicable Law, or Prudent Industry Practice:

a.  RRRP expenditures in excess of Ten-Thousand (10,000) Dollars;
b.  Capital Improvement Projects; or
c.  Supplemental Services.

Increases or decreases of more than five percent (5%) in total finished
water produced, from the annual average of 5,146 MG per year. The
annual average MG is to be calculated yearly, based on a two year annual
calendar year average;

Increases or decreases in rates or other related charges (including taxes)
imposed upon VWNA by a taxing authority — excluding taxes based on
VWNA'’s net income;
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11.2

11.3

11.4

11.5

11.6

11.1.9 OWNER’s request of VWNA and VWNA’s consent to provide additional
services, including but not limited to, Capital Projects and Engineering
Services, extension of the Services to assets not listed in Schedule B or
extension of the services to new areas not included in the Services Area as
of the Contract Date; and/or

11.1.10 The period between the Notice to Proceed and the Service
Commencement Date is greater than or less than 120 days due to any
reason not a result of Company fault.

For Changes in Scope described in Sections 11.1.1 to 11.1.7 but not 11.1.6, the
Annual Fee shall be increased (or decreased) by an amount equal to VWNA’s
additional (reduced) Cost associated with the Change in Scope plus ten percent
(10%). For Changes in Scope described in Sections 11.1.8 and 11.1.9, the Annual
Fee shall be increased (or decreased) by an amount equal to VWNA'’s additional
(reduced) Cost associated with such Change in Scope.

For Changes in Scope described in Section 11.1.10, a one-time debit or credit shall
be applied to the Annual Fee by an amount equal to the cost associated with the
Change in Scope. For Changes in Scope described in Section 11.1.6, a debit or
credit shall be applied to the Annual Fee on an on-going basis by an amount equal to
the cost associated with the Change in Scope until the underlying cause is rectified,
including OWNER’s subsequent authorization of the specific services.

OWNER and VWNA shall negotiate an increase in VWNA’s Annual Fee for
Changes in Scope based on Section 11.1.9.

Either OWNER or VWNA may submit or request a Change in Scope as set forth in
this article. Each request for a Change in Scope shall be in writing and shall include,
without limitation, the following: (i) an explanation of the basis for the request for
Change in Scope in detail sufficient to allow the party receiving the notice to
evaluate and approve or disapprove the request, (ii) any time restrictions on the
implementation of the requested Change in Scope, (ii1) the reasons for the Change in
Scope, and (iv) a statement of the sections of this Agreement that would be modified
or otherwise affected by it. Following receipt of the written request the parties shall
meet as soon as is reasonably possible and at such meeting shall discuss the nature
of the Change in Scope and the reasons for it being requested. The purposes of the
meeting shall be to increase the responsiveness of the parties to the situation or
needs resulting in the request and, to the extent possible, to reach agreement on
guidelines for how the change will best be effected.

Unless otherwise agreed to in writing, the party receiving notice of a requested
Change in Scope shall accept or reject such request within 30 Business Days or such
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request will be deemed rejected. Rejection of a requested Change in Scope is
subject to the dispute resolution procedure as described in Section 14.3.

ARTICLE XII
INDEMNITY, LIABILITY AND INSURANCE
12. Indemnity, Liability and Insurance

12.1 VWNA hereby agrees to indemnify and hold OWNER harmless from any liability
or damages for bodily injury, including death, property damages and pollution
damages which may arise from VWNA’s negligence or willful misconduct under
this Agreement; provided, VWNA shall be liable only for that percentage of total
damages that corresponds to its percentage of total negligence or fault.

122 OWNER agrees to indemnify and hold VWNA harmless from any liability or
damage or bodily injury, including death, property damages and pollution damages
which may arise from all causes of any kind other than VWNA’s negligence or
willful misconduct, including, but not limited to, breach of an OWNER Obligation
under Article 8.

12.3  Unless covered by the indemnities contained in Sections 12.1 and 12.2 above and
the insurance policies provided by the parties herein, neither VWNA nor the
OWNER shall be liable to the other in any action or claim for consequential,
incidental or special damages, loss of profits, loss of opportunity, loss of product or
loss of use. Any protection against liability for losses or damages afforded any
individual or entity by these terms shall apply whether the action in which recovery
of damages is sought is based on contract, tort (including sole, concurrent or other
negligence and strict liability of any protected individual or entity), statute or
otherwise. To the extent permitted by law, any statutory remedies, which are
inconsistent with these terms, are waived.

124 VWNA shall be liable for those fines or civil penalties imposed by a regulatory or
enforcement agency for violations arising out of VWNA’s negligent performance or
failure to perform its obligations under this Agreement and shall indemnify and hold
OWNER harmless from the payment of any such fines and/or penalties. OWNER
will assist VWNA to contest any such fines in administrative proceedings and/or in
court. VWNA shall pay the cost of any such contest.

12.5 OWNER shall be liable for those fines or civil penalties imposed by any regulatory
or enforcement agency that are not a result of VWNA’s negligence and shall
indemnify and hold VWNA harmless from the payment of any such fines and/or
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penalties. VWNA will assist OWNER to contest any such fines in administrative
proceedings and/or in court. OWNER shall pay the cost of any such contest.

12.6  Notwithstanding anything contained within this Agreement, OWNER shall
defend, indemnify and hold harmless VWNA from and against any Losses arising
out of or related to:

(i) any Environmental Conditions on, in, under, across or at the Managed
Assets;

(i) any Release or threatened Release of Regulated Substances from the
Managed Assets or any location used for the storage, treatment, disposal
or beneficial use of influent, effluent, utilities, and wastes produced by the
Managed Assets; or

(iii) any violations of Environmental Laws related to operation or
maintenance of the Managed Assets, or the storage, treatment, generation,
discharge, disposal or beneficial use or other wastes produced, generated
or discharged by the Managed Assets,

except to the extent that such Environmental Conditions, Releases or violations of
Environmental Laws are caused by the negligent or willful acts or omissions of
VWNA in performing its obligations under this Agreement.

12.7  To the fullest extent permitted by law and notwithstanding any other provision of
this Agreement, VWNA’s liability for performance or non-performance of any
obligation arising under the Agreement (whether arising under breach of contract,
tort, strict liability, or any other theory of law or equity) including, but not limited
to its indemnity obligations specified in Section 12.1 of the Agreement, shall not
exceed $10,000,000 cumulatively for the duration of the Agreement, provided
that the foregoing limitation shall not apply to any losses resulting from the
reckless and wanton conduct or willful misconduct of VWNA or VWNA'’s
subcontractors, employees or agents in breach of VWNA’s obligations under this
Agreement.

12.8  Each party shall obtain and maintain insurance coverage of a type and in the
amounts described in Appendix F. Each party shall provide the other party with
satisfactory proof of insurance.

12.9  The provisions of Sections 12.1 through 12.7 above shall survive the termination of
the Agreement.
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13.1

13.2

133

134

13.5

ARTICLE XIII
TERM, TERMINATION AND DEFAULT

The initial term of the Services provided pursuant to this Agreement shall be six (6)
years commencing on the Service Commencement Date (“Initial Term”).
Thereafter, this Agreement shall be automatically renewed for three (3) successive
terms of two (2) years each unless canceled in writing by either party no less than
one hundred and twenty (120) days prior to the expiration of each subsequent two
year term. Thereafter, the parties may extend this Agreement by mutual consent.

A party may terminate this Agreement for a material breach of the Agreement by the
other party; only after giving written notice of breach; and, except in case of a breach
by OWNER for non-payment of VWNA’s invoices, in which case termination may
be immediate by VWNA, only after allowing the other party thirty (30) days to cure
or commence taking reasonable steps to cure the breach.

Upon notice of termination by VWNA or OWNER, VWNA shall assist OWNER in
assuming operation of the Project. If additional Cost is incurred by VWNA at
request of OWNER, OWNER shall pay VWNA such Cost within 15 days of invoice
receipt.

Upon termination of this Agreement and all renewals and extensions of it, VWNA
will return the Project to OWNER as it was upon the effective date of this
Agreement, ordinary wear and tear excepted. Equipment and other personal
property purchased by VWNA for use in the operation or maintenance of the Project
shall remain the property of VWNA upon termination of this Agreement unless the
property was directly paid for by OWNER or OWNER specifically reimbursed
VWNA for the cost incurred to purchase the property or this Agreement provides to
the contrary.

Notwithstanding anything to the contrary, the OWNER may, at its sole discretion,
terminate this Agreement for convenience upon payment of the Termination for
Convenience Fee set forth in Appendix L and, if subsequent to the Service
Commencement Date, 90 days notice. For purposes of clarity, the Termination for
Convenience Fee will be due and payable if the OWNER elects to terminate this
Agreement for any reason, other than Company fault, prior to the Service
Commencement Date. The OWNER will be excused from the Termination for
Convenience Fee if, and only if, the Public Utilities Commission issues a ruling on
the merits fully rejecting the City of Nashua’s attempts to take the Assets by eminent
domain or following the determination of a price for the Managed Assets by the
Public Utilities Commission, the OWNER, acting through its Board of Aldermen,
does not ratify the final determination of price and elects not to issue bonds for the
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acquisition pursuant to New Hampshire RSA 38:13. The OWNER will not be
excused from the Termination for Convenience Fee if the City of Nashua fails to
diligently and in good faith prosecute its action against the Pennichuck Corporation.
Any fees payable pursuant to this Section are in addition to the amounts set forth in
Section 10.

ARTICLE X1V

LETTER OF CREDIT

14.1. Terms and Purpose. In the sole discretion of the OWNER, the OWNER may
require that the COMPANY provide security for the performance of its
obligations under this Agreement through an irrevocable direct pay letter of
credit, in a form deemed mutually acceptable by both parties, issued by an United
States bank whose long-term debt is rated “A” or better by either Moody’s
Investors Services, Inc., Standard & Poor’s Rating Services or Fitch Ratings, or
any of their respective successors and assigns, and which maintains a banking
office in the State of New Hampshire. The Letter of Credit shall be in the stated
amount of 25% of the Annual Fee as adjusted each Contract Year based on the
adjustment formula set forth in Section 9.4, shall be for a term of one year, and
shall be continuously renewed, extended or replaced so that it remains in effect
until 90 days after the Termination Date. The stated amount of the Letter of
Credit shall in no way limit the amount of damages to which the OWNER may be
entitled under this Agreement.

14.2. Drawings for Bankruptcy. The Letter of Credit shall authorize the OWNER to
draw the full stated amount thereof upon: (1) insolvency of the Company as
determined under the Bankruptcy Code; (2) the filing of the Company of a
petition of voluntary bankruptcy under the Bankruptcy Code; (3) the filing of the
Company of a petition to reorganize the Company pursuant to the Bankruptcy
Code; or (4) the issuance of an order of a court of competent jurisdiction
appointing a receiver, liquidator, custodian or trustee of the Company, which
order shall not have been discharged within 90 days after such issuance. The
proceeds of any such drawing shall be held by the OWNER as cash collateral to
secure the performance of the Service Agreement and, in the event of a material
breach of this Service Agreement following any such drawing, may be retained by
the OWNER as payment of damages resulting therefrom. Any amounts held will
accrue interest at the rate specified in Section __ of the Agreement.

14.3. Drawings for Material Breach. The Letter of Credit shall also authorize the
OWNER to draw an amount representing the estimated damages suffered by the
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OWNER in the event of a material unremedied breach of this Service Agreement
by the Company. It shall be a condition to the right of the OWNER to draw on
the Letter of Credit for a material breach that: (i) the OWNER has given the
Company written notice of a material breach of this Service Agreement with an
attached copy of its good faith assessment of the damages the OWNER has
suffered as a result of such breach and (ii) the Company has not taken reasonable
steps within thirty days of receipt of such letter to remedy the alleged material
breach or the Company has initiated an action in a court of competent jurisdiction
disputing the allegations of material breach.

14.4. Effect of Final Determination of Damages. In the event that subsequent to any
drawing on the Letter of Credit it is determined by any court of competent
jurisdiction in a final decision that such drawing to any extent was not permitted
hereunder, the OWNER shall pay the amount wrongfully drawn to the Company
together with interest thereon, at the rate defined in Section ___, calculated from
the date of drawing to the date of payment to the Company.

14.5. Cost of Letter of Credit. The cost of obtaining the Letter of Credit will be borne
in the first instance by the Company, but will be subject to full and complete
reimbursement by the OWNER. The cost will be the stated dollar value of the
Letter of Credit multiplied times 0.85% or 0.0085, on a per annum basis.

ARTICLE XV

DISPUTES AND FORCE MAJEURE

15.1 In the event activities by employee groups or unions cause a disruption in VWNA’s
ability to provide the Services, OWNER, with VWNA’s assistance or VWNA at its
own option, may seek appropriate injunctive court orders. During any such
disruption, VWNA shall operate the Managed Assets on a reasonable efforts basis
until any such disruptions cease.

15.2  Neither party shall be liable for its failure to perform its obligations under this
Agreement if such failure is due to any Uncontrollable Circumstances beyond its
reasonable control or Force Majeure. However, this Section may not be used by
either party to avoid, delay or otherwise affect any payments due to the other party.

153  VWNA and the OWNER agree to facilitate timely and effective resolution of any
controversy or dispute that may arise under this Agreement. Included in Appendix
M is a detailed procedure for how disputes will be resolved.
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ARTICLE XVI1

SUPPLEMENTAL SERVICES AND CAPITAL IMPROVEMENT PROJECTS

SECTION 16.1 SUPPLEMENTAL SERVICES

A. Scope of Supplemental Services. VWNA shall provide Supplemental Services set forth in
Appendix E in accordance with:

L.

The provisions of this Agreement, including the Appendices, and, where applicable,
plans generated in conformity with this Agreement, including the Appendices;

All applicable State, Federal or local laws and regulations, including all applicable
permits, authorizations, licenses or other requirements;

Prudent Industry Practice; and

Where appropriate and consistent with the above, manufacturer’s instructions and
warranty requirements related to the Managed Assets.

B. Supplemental Services Payment. OWNER shall pay VWNA for Supplemental Services
provided in accordance with the Agreement and Appendix E.

C. Prior Authorization Required. VWNA shall provide Supplemental Services only upon
written authorization from the OWNER.

SECTION 16.2 CAPITAL IMPROVEMENT PROJECTS

A. Scope of Capital Improvement Projects. VWNA shall complete Capital Improvement
Projects set forth in Appendix G, such terms and conditions agreed upon by VWNA and the
OWNER, and in accordance with:

1.

The provisions of this Agreement, including the Appendices, and, where applicable,
plans generated in conformity with this Agreement, including the Appendices;

2. All applicable State, Federal or local laws and regulations, including all applicable
permits, authorizations, licenses or other requirements;
3. Prudent Industry Practice; and
4. Where appropriate and consistent with the above, manufacturer’s instructions and
warranty requirements related to the Managed Assets.
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B. Capital Improvement Projects Payment. Except as otherwise agreed upon in writing,
OWNER shall pay VWNA for Capital Improvement Projects in accordance with the
Agreement and Appendix G.

C. Prior Authorization Required. VWNA shall complete Capital Improvement Projects only
upon written authorization from the OWNER.

Both parties indicate their approval of this Agreement by their signatures below, and each party
warrants that all corporate or governmental action necessary to bind the parties to the terms of this
Agreement has been and will be taken.

CITY OF NASHUA, NEW HAMPSHIRE VEOLIA WATER NORTH AMERICA -
NORTHEAST, L1.C
By: (DRAFT) By: (DRAFT)
Name: Name:
Title: Title:
Date: Date:
CERTIFICATE OF COUNSEL

The undersigned, as counsel for the City of Nashua, New Hampshire (“OWNER”) in this
transaction, hereby certifies that (s)he has examined the circumstances surrounding the selection of
Veolia Water North America — Northeast, LLC (“VWNA”) and the award and letting of the
foregoing contract to VWNA by OWNER, and has found that said selection and award process
comply with the procurement laws of the State of New Hampshire and the City of Nashua.

Date:

Counsel for OWNER
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APPENDIX A
DEFINITIONS

“Acceptable Raw Water” means Raw Water compliant with the Specifications of
Schedule C.

“Annual Fee” means a predetermined, fixed sum for VWNA'’s services. The
Annual Fee includes Cost and profit.

“Assets” shall mean those assets related to the treatment and distribution of water at
issue in Public Utilities Commission Case No. DW 04-048.

“Bid Submission Date” means July 14, 2005.

“Capital Program Management” shall include engineering and technical services
to oversee the City capital investment program including detailed capital
planning, project evaluation and prioritization, value engineering, project
engineering, project management and project startup.

“Change in Law” means the enactment, adoption, promulgation, modification,
repeal or change after the Bid Submission Date of any Applicable Law which (a)
necessitates or makes advisable a Capital Project, (b) modifies the Company’s
guarantees under this Agreement, (c) increases the cost of the Services by
establishing requirements with respect to the operation or maintenance of the
Managed Assets, (d) otherwise impacts the Company’s ability to perform its
obligations under this Agreement, or (e€) increases or decreases the rate of State
gross retail tax or the rate of the use tax or any other tax and results in increased
or decreased operation expenses to the Company, which, in the case of (a), (b),
(c), or (d), are more burdensome than the most stringent requirements:

(D) in effect on the Bid Submission Date;

2) agreed to by the Owner as of the Bid Submission Date in any
applications for official permits, licenses or approvals to or
for the Managed Assets, other than any requirements set forth
in said applications to comply with Applicable Laws;

and which, in the case of (e), any changes on the operation expenses of the
Company as a result of such increase or decrease in taxes must be: (i) approved
by the Owner; (ii) minimized by the Company using its best efforts; and (iii)
considered by the Parties to be a re-negotiation of this Agreement.

“Capital Improvement Projects” generally consist of major planned projects to
improve or enhance the performance of the Managed Assets. Capital
improvement projects are differentiated from normal Operation, Maintenance and
Management Services (OM&M) described and set forth in Appendix D, and
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Renewal, Repair and Replacement Maintenance (RRRM) projects described and
set forth in Appendix H.

“Company” shall mean Veolia Water North America - Northeast, LLC.

“Conservation Plan” shall mean a plan detailing measures that can be implemented
by the OWNER to conserve water and water resources within the water utility.

“Contract Date” means the date specified on the first page of this Agreement.

“Contractor” means a company hired by VWNA to assist in the delivery of
services under this agreement.

“Cost” means the actual direct and indirect costs incurred for the direct benefit of
the Services including, but not limited to, expenditures for project management
and labor, employee benefits, chemicals, lab supplies, repairs, repair parts,
maintenance parts, safety supplies, gasoline, oil, equipment rental, legal and
professional services, quality assurance, travel, office supplies, other supplies,
uniforms, telephone, postage, utilities, tools, memberships and training supplies.

“Emergency Response Plan” has the same meaning set forth in 42 U.S.C. §300i-
2(b) (the “Public Health Security and Bioterrorism Preparedness and Response
Act 0of 2002”): “[t]he emergency response plan shall include, but not be limited to,
plans, procedures, and identification of equipment that can be implemented or
utilized in the event of a terrorist or other intentional attack on the public water
system. The emergency response plan shall also include actions, procedures, and
identification of equipment which can obviate or significantly lessen the impact of
terrorist attacks or other intentional actions on the public health and the safety and
supply of drinking water provided to communities and individuals.”

“Environmental Conditions” means the presence of any Regulated Substance on
or at the Facilities Site, including but not limited to, the presence in containers, on
the surface, or in surface water, groundwater, soils or subsurface strata, or the
migration of such a Regulated Substance from the Facilities Site.

“Environmental Laws” means any Applicable Law relating to (i) the protection of
public health, safety, natural resources or the environment; (ii) the manufacturing,
handling, generation, storage, treatment, processing, transportation, release,
discharge, emission or disposal of Regulated Substances; (iii) Environmental
Conditions; or (iv) the protection of human health and safety.

“Managed Assets” means the water treatment and distribution system and
appurtenances identified in more detail in Appendix B. “Managed Assets” means
all property whether real or personal, tangible or intangible related to the
production, treatment, transmission or distribution of water that is the subject of
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this Agreement. Managed Assets shall also include modifications, additions and
improvements made during the Term of this Agreement.

“Force Majeure” means any act, event or condition that has a direct material
adverse effect on the performance of a subcontractor’s or supplier’s obligations to
the Company if such act, event or condition is beyond the reasonable control of
the Company, subcontractor or supplier asserting a Force Majeure as justification
for not performing its obligations; provided, however, such act, event or condition
cannot be caused by the negligent or intentional action of the Company,
subcontractor or supplier.

“Losses” means any losses, claims, demands, charges, expenses, costs (including
costs of defense, settlement and reasonable attorneys’ fees), liabilities,
obligations, fines and penalties.

“Maintenance Plan” shall mean a plan which outlines VWNA’s approach to
identifying, executing and documenting the maintenance requirements and
activities for the water utility assets.

“Notice to Proceed Date” shall mean the date upon which the OWNER provides
the notice specified in Section 2.

“Owner” shall mean the City of Nashua, New Hampshire.
“Planned Maintenance” means preventive and predictive maintenance.

“Priority Upgrading Works Program” means projects required to rehabilitate,
expand or modify the Managed Assets to comply with governmental regulations
including but not limited to safety or for compliance with the Americans With
Disability Act (“ADA”).

“Project” means all equipment, vehicles, grounds, rights of way, and the Managed
Assets described in Appendix B and, where appropriate, the management,
operations and maintenance of such.

“Proposal Date” shall mean July 14, 2005.

“Renewal, Repair, and Replacement Maintenance” is intended to include all
maintenance activities related to the Managed Assets with a life expectancy
greater than one year except where such maintenance activities have been defined
by this Agreement as OM&M under Appendix D, or as Capital Improvement
Projects under Appendix G. Examples of RRRM projects are set forth in
Appendix H.

“Revised Proposal Date” shall mean September 2, 2005.
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“Services” means the services to be provided by VWNA as detailed in the
Agreement.

“Services Area” means the perimeter served by former Pennichuck Water Works.

“Service Commencement Date” shall mean that date one-hundred and twenty (120)
days after the Notice to Proceed Date, unless mutually agreed by the parties to be
some other date. If the parties so agree, the Service Commencement Date shall
be:

“Supplemental Services” shall means those services set forth in Appendix E.

“Transition Payment” means the payment made by the OWNER to VWNA as
identified in Section 9.2.

“Uncontrollable Circumstance(s)” means any act, event or condition that (a)
prevents the Company from meeting or (b) materially increases the cost of
performing (i.e., in excess of $25,000), its obligations under this Agreement, if
such act, event or condition is beyond the Company’s reasonable control;
provided, however, such act, event or condition is not the result of the Company’s
failure to operate and maintain the Project in accordance with the terms and
conditions of this Agreement.

1. Subject to the immediately preceding paragraph of this definition, the
following acts, events or conditions (by way of inclusion not limitation) may
qualify as an Uncontrollable Circumstance:

) flood, drought, hurricane, tornado, epidemic, severe
earthquake, catastrophic fire or explosion, act of a public
enemy, terrorism, war, latent defect, unknown subsurface
condition, blockade, insurrection, riot, general unrest,
restraint of government and people, civil disturbance,
sabotage or similar occurrence;

) the order, injunction or judgment of any federal, State or
local court, administrative agency or governmental body or
officer, including any exercise of the power of eminent
domain, police power, condemnation or other taking by or on
behalf of any public, quasi-public or private entity; provided,
however, that such order, injunction or judgment did not arise
in connection with or is not related to the negligent or
wrongful action or inaction of the Company and that neither
the contesting in good faith of any such order, injunction, or
judgment nor the reasonable failure to so contest shall
constitute or be construed as a wrongful or negligent action
or inaction of the Company;
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the suspension, termination, interruption, denial, failure to
issue, modification or failure of renewal of any permit,
license, consent, authorization or approval necessary to the
operation, maintenance, repair and management of the
Project, if such act or event did not arise in connection with,
or is not related to, the negligent or willful action or inaction
of the Company; provided, however, that neither the
contesting in good faith of any such order nor the reasonable
failure to so contest shall be construed as a negligent or
willful action or inaction of the Company;

a Change in Law;

the failure of any subcontractor or supplier to furnish
services, materials, chemicals or equipment on the dates
agreed to; provided (A) such failure is the result of a Force
Majeure, (B) such failure materially and adversely affects the
Company’s ability to perform its obligations and (C) the
Company is not reasonably able to obtain substitute services,
material, chemicals or equipment on the agreed upon dates;
and

unavailability of Acceptable Raw Water.

1l. An Uncontrollable Circumstance shall not include:

)

()
(3)
4

&)

(©6)

any act, event or condition which is caused by the negligence
or intentional action of the Company, its subcontractors,
agents and employees;

any event, reasonably foreseeable on the Contract Date;
economic infeasibility;

any labor strike, work stoppage or slowdown on the part of
the Company’s employees;

subject to the definition of a Change in Law regarding sales
taxes, any order, injunction or judgment of any federal, State
or local court, administrative agency or governmental body
interpreting federal, State, or local tax laws;

weather conditions in the geographic area of the Owner,
other than those listed in (a)(1) of this definition; and
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) an adverse ruling by the Public Utilities Commission related
to the City of Nashua’s eminent domain proceeding.

“Vulnerability Assessment” shall have the same meaning set forth at 42 U.S.C.
§300i-2(a) (the “Public Health Security and Bioterrorism Preparedness and
Response Act of 2002”): “an assessment of the vulnerability of [the community
water system] to a terrorist attack or other intentional acts intended to
substantially disrupt the ability of the system to provide a safe and reliable supply
of drinking water. The vulnerability assessment shall include, but not be limited
to, a review of pipes and constructed conveyances, physical barriers, water
collection, pretreatment, treatment, storage and distribution facilities, electronic,
computer or other automated systems which are utilized by the public water
system, the use storage, or handling of various chemicals, and the operation and
maintenance of such system.”



APPENDIX B

MANAGED ASSETS, TRANSFERRED PROPERTY AND
SERVICE TERRITORY DESCRIPTION

Pennichuck Water Works, Inc. Assets

The assets of Pennichuck Water Works, Inc. (PWW) consist of, among other
things, a water treatment plant, wells, interconnections and a water transmission
and distribution system that services the City of Nashua and customers in
neighboring communities. The system served by the water treatment plant is
designated the “core” system. The systems not directly connected to the core
system are designated the “satellite” systems that are identified by the following

names:

System Name Location
Ambherst' Amherst
Ashley Commons Milford
Atherton Commons Ambherst
Autumn Woods Salem
Badger Hill® Milford
Bedford Water Company Bedford
Bon Terrain Amherst
Cabot Preserve/Greenfield Farms Bedford
Drew Woods/Bliss /Hubbard Hill/Birchfield Derry
Dunlap Woods Bedford
English Woods Bedford
Glenn Ridge Derry
Glennwoodlands Epping
Great Bay Newmarket
Great Brook Milford
Hi-Lo Estates Dermry
Little Pond Bedford
Maple Haven Derry
Powder Hill Bedford
Redfield Estates Derry
Richardson Derry
Sargent Woods Newton
Soughegan Woods Ambherst
Sweet Hill Plaistow
Twin Ridge/Rolling Hills Plaistow
Valleyfield® Plaistow & Newton

The core system has over 400 miles of mains and five storage tanks as well as
pumping stations and the water treatment plant.

! Former Ambherst Village District
2 NH PUC Docket No. DW 00-285
* NH PUC Docket No. DW01-001



The assets sought to be acquired by the OWNER are:

Water Supply, Treatment, Transmission and Distribution Facilities

Records

All the land, land rights, buildings and any other real property of
the Company.

The water treatment plant with all of its associated supply ponds,
equipment and transmission mains as part of the supply pond
system and watersheds owned or otherwise controlled by the
Company including the Merrimack River intake structure, intake

pump station, and transmission line to Bowers Pond.

All wells for the core and each and every satellite system and the
well head protection areas owned or otherwise controlled by the
Company.

All pumps, pumping stations, pressure regulating devices, storage

tanks, and treatment equipment.

All water distribution system equipment, service supply mains,
distribution mains, transmission mains, pipes, services, hydrants,

valves of all types, meters and all appurtenances.

All operating manuals, specification sheets, manufacturer’s
instructions both in electronic and written form for every
component of the water supply, treatment, transmission and

distribution facilities at the system level and every sublevel.

All continuing property records both in electronic and written form
with all subsidiary records, ledgers, journals, and the like and

supporting plans and specifications for every entry in the records.
All work orders, completed and open.
All repair and maintenance records.

All records of purchases of services and materials.



e All hydrant, meter, service, valve and other similar records for all

components of the facilities both in electronic and written form.

e All customer account information including billing history both in

electronic and written form.

e All drawings, plans and specifications for every component of the

water supply, treatment, transmission and distribution facilities.

o All logs, data sheets, recordings and other records of every test
performed on every component of the water supply, treatment,
transmission and distribution facilities.

e All engineering and/or design studies whether preliminary or final,
complete or incomplete together with all supporting data, work
papers, analyses, etc. related to every component of the water
supply, treatment, transmission and distribution facilities.

Parts and Equipment

e All laboratory and testing equipment located within the water
treatment plant and at any well site or pumping station.

e All meter reading devices with associated hardware and software.

e All tools, fixtures, equipment, materials and supplies used to
operate or maintain any component of the water supply, treatment,
transmission and distribution facilities, including, but not limited
to, all equipment, devices, computers, programs and historical data

for SCADA or similar systems.

Land and Buildings

e All land, land rights, buildings and other real property specifically
excluding any leasehold interest in the 25 Manchester Street,

Merrimack, building.

Figure B-1 provides a summary of the Service Territory for the Company.



The following Table summarizes the specific managed assets as currently understood.
All assets transferred, including upland watersheds and wellhead protection areas,

whether included below in the list of Specific Assets or not, shall be considered

part of the assets to be managed.

SOURCE OF SUPPLY
Merrimack River intake and pump station 1 Each
Watershed:
Holts Pond 1 each with a surface area of 23
acres
Bowers Pond 1 each with a surface area of 92
acres
Harris Pond 1 each with a surface area of 78
acres
Supply Pond 1 each with a surface area of 16
acres
Dams 6 Each
MAIN TREATMENT FACILITY
Water Treatment Facility — Pennichuck Water 1 Each (Maximum Rated Capacity

Works Treatment Facility with up-flow clarifiers of 35 MGD)
and rapid gravity filters. As was in place at the :
end of Dec 2004.

Wells:

" Bon Terrain 1 Each
Ambherst 1 Each
Souhegan Woods 2 Each

Booster Stations:
Bon Terain 1 Each
Ambherst 1 Each
Nashua Main Plant #1, #2, #3, #4 4 Each
Ambherst — Souhegan Woods 3 Each

SATELLITE SYSTEMS

Well Fields:
Salem - Autumn Woods 3 Each
Newington - Great Bay 3 each
Plaistow - Valleyfield 2 Each
Plaistow - Sweet Hill 1 Each
Plaistow - Twin Ridge 3 Each
Derry - Richardson Estates 1 Each

Derry - Hi-Lo Estates 2 Each




rew Woods

1” tO 72”

Derry -
Derry - Redfield 2 Each
Derry - Hubbard 2 Each
Derry - Glenn Ridge 2 Each
Derry - Maple Haven 3 Each
Milford - Ashley Commons 1 Each
Epping - Glenwoodlands 2 Each
Well Fields:
Derry - Maple Haven 3 Each
Milford - Ashley Commons 1 Each
Epping - Glenwoodlands 2 Each
Bedford - English Woods 2 Each
Bedford - Bedford 3 Each
Pump Stations
Bedford — Powder Hill Marathon 3 Each
Bedford — Powder Hill Gould 2 Each
Bedford — Cabot Preserve 4 Each
Bedford — English Woods 2 Each
Bedford — Bedford Balder 2 Each
Salem — Autumn Woods 3 Each
Newington — Great Bay 2 Each
Derry — Richardson Balder 2 Each
Derry — Hi-Lo Balder 2 Each
Derry — Drew Woods Baldor 2 Each
Derry — Hubbard 2 Each
Derry — Birchfield 2 Each
Derry — Redfield 2 Each
Derry — Glenn Ridge Gravity Fed 2 Each
Derry — Maple Haven 2 Each
Milford — Ashley Commons Gould 2 Each
Plaistow — Sweet Hill 2 Each
Plaistow — Twin Ridge Balder 2 Each
Plaistow — Valleyfield 2 Each
Epping — Glennwoodlands Federal 2 Each
Epping — Glennwoodlands Jockey 1 Each
WATER DISTRIBUTION SYSTEM &
APPURTENANCES
Transmission and distribution pipes in sizes from | 425 miles

Tanks, standpipes and reservoirs (Concrete and
steel)

10 Each with an aggregate capacity
of approximately 14 MG

Shakespeare [ & II, Kessler Farms, Bon
Terrain, Amherst Tank, Coburn, Fifield I, Powder
Hill Tank, Drew/Bliss/Hubbard, Fifield II




Non-Fire Services

24,685 Each

Fire Services

759 Each

Meters 24,2774 each including 22,574-5/8”
meters

Hydrants 2,430 Each

Distribution Valves 2,500 Each (Estimated)

Number of Residential Customers 22,656 Each

Number of Commercial Customers 1,649 Each

Number of Industrial Customers 239 Each

Number of Municipal Customers 146 Each

Number of Year Round Customers 24,570 Each

Number of Seasonal Customers 120 Each
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APPENDIX C
RAW WATER, FINISHED WATER AND PRODUCT WATER QUALITY

Source of Supply for the Main Production Facility

(@)  The source of supply consists of about 350 acres of water in a series of ponds that
include the Supply Pond, Harris Pond, Bowers Pond, Holts Pond, Stump Pond, Pennichuck
Pond, and many smaller ponds. The total watershed is approximately 18,000 acres and
supplies water to the ponds. Additional flow is received from the Merrimack River through
an intake, which delivers water into the pond system by way of Bowers Pond. Water is
supplied to the Main Production Facility by gravity from Harris Pond and by pump from the
Supply Pond.

(b) The combination of the Pond System and the Merrimack River intake currently
provide up to 35MGD to meet system peak demands.

(c)  The pond system does not require chemical treatment within the watershed.
Main Production Facility

(a) The plant is an Infilco Degremont treatment plant with up-flow clarification and
mixed media filtration consisting of sand and carbon. The facility provides for both
physical and chemical treatment for removal of solids and contaminants.

(b)  The facility currently meets all primary and secondary drinking water standards up to
the rated capacity of 35SMGD.

(¢c)  The facility has a daily average flow of 14.1MGD and can treat a peak of 35MGD.

(d) The Raw Water has the following General Characteristics in the table below:
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Parameter Minimum Maximum
pH 4 8
Alkalinity as CaCO3, mg/l 6.5 40
Turbidity, NTU 0.1 15
Temperature, C° 0.3 30.0
Apparent Color, SCU 5 140
True Color, SCU 2 70
Total Organic Carbon, mg/1 0 15
UVass (1im) 0.05 0.30
SUVA (L/mg.m)* 2.0 5.5
Total Iron, mg/1 0.01 2.0
Dissolved Iron, mg/l 0 1.7
Total Manganese, mg/l 0 1.0
Dissolved Manganese, mg/l 0 0.7

(e)  Values for raw water parameters listed below shall be established based on historical
records obtained from Pennichuck Water Works and/or New Hampshire DES.
Historical values shall be used to establish minimum and maximum values during the
Transition Period:

Minimum Maximum

Total Dissolved Solids (TDS) mg/L mg/L
Hardness as CaCO; mg/L mg/L
Odor TON TON
Total Phosphorus mg/L mg/L
Ammonia mg/L mg/L
Nitrate mg/L mg/L
Microbiological

Total Coliforms

Fecal Coliforms

Cryptosporidium

Giardia lamblia
Algae
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Source of Supply for the Satellite Water Systems

(a) The satellite water systems consist of 26 community water systems and remote
booster stations.

(b) Each individual Satellite System’s source of supply is sufficient to meet both the
average and peak demands of that system.

Satellite Water Systems Raw Water

The raw water supplies of the satellite water systems are generally considered as acceptable
and the currently installed facilities are adequate to meet all primary and secondary drinking
water standards up to the peak demands of that system.

Minimum and maximum values for raw water parameters shall be established based on
historical records obtained from Pennichuck Water Works and/or New Hampshire DES for
each Satellite System. Historical values shall be used to establish minimum and maximum
values during the Transition Period.

Finished Water and Product Water Standards

Provided that the Raw Water quality of the Managed Assets sources of supply remains
within the conditions and parameters historically recorded, and provided that the Managed
Asset in question has been able to historically meet or treat to all primary and secondary
water standards, VWNA shall operate the Managed Assets to treat the Raw Water to
produce a Finished Water and Product Water that meets all requirements of the primary and
secondary standards of the USEPA Safe Drinking Water Regulations and primary and
secondary standards established by the NHDES.

Should any conditions arise that are outside of the historical range for any parameter or
contaminants in the Raw Water, VWNA will use reasonable efforts to operate the Managed
Assets to treat the Raw Water to produce a Finished Water and Product Water that meets the
requirements of the primary and secondary USEPA Safe Drinking Water Regulations and
the requirements of the NHDES drinking water regulations.
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APPENDIX D

OPERATION, MAINTENANCE AND MANAGEMENT OF THE MANAGED ASSETS

1.0 GENERAL OM&M SERVICES

VWNA shall perform the following General Services:

(a)

(b)

(©)

(@

(e)

Provide all water treatment chemicals including corrosion inhibitors used in the supply
and treatment of Raw Water to Product Water in accordance with the American Water
Works Association standards and shall be approved by the National Science
Foundation for potable water treatment.

Subject to the provisions of the Agreement, and specifically Appendices E, G, H, I and
O, keep all equipment in good operating condition. VWNA shall operate, manage and
maintain all Managed Assets as not to void applicable, new and non-expired
warranties.

Maintain the grounds and facilities of the Managed Assets at a level adequate for the
efficient, long-term reliability and preservation of the OWNER’s investment. All
Managed Assets shall be kept neat, clean and litter-free at all times, per Prudent
Industry Practice.

All Managed Assets structures and buildings shall be kept clean, neat, free of graffiti.
and orderly in accordance with Prudent Industry Practices. VWNA shall provide for
regular and timely routine maintenance and repair of all landscaping and roadways
associated with the Managed Assets.

VWNA shall perform the following activities relevant to the buildings and grounds at
the Site:

. Maintain the buildings, signage, grounds, and landscaping

. Regularly mow the grass,

. Wash all windows on an as-needed basis,

. Repair all minor roof leaks within five (5) days of discovery,

. Implement pest control measures,

. Repair all plumbing leaks immediately,

J Apply touch-up paint and protective coatings as Preventive Maintenance as

necessary to all Managed Assets painted surfaces, including piping, to
minimize corrosion and cracking paint, as appropriate.
. Maintain clean offices and restrooms

Provide emergency service and critical service needs, 24-hours-a-day, seven-days-a-
week operation and maintenance of the Managed Assets in accordance with
Applicable Law, Prudent Industry Practice, OM&M manuals, and the provisions of
this Agreement. There will be 24/7 operation of the Central Control System located at
the primary Water Treatment Plant.

Perform high priority repairs or maintenance items as identified in writing by the
OWNER as a result of any OWNER inspection that reveals a lack of repairs or
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necessary maintenance to the Managed Assets as described by the OM&M manual in
effect. Disagreements arising from actions taken in this item shall be subject to the
dispute resolution procedure in this Agreement.

Timely notify the OWNER, if, during the course of excavation work necessary to
make repairs and/or improvements to the Managed Assets, faulty or leaking
underground storage tanks or hazardous or toxic waste or materials (as defined in
applicable Federal and/or State laws and regulations) are identified by VWNA, and
timely notify such other governmental agencies as may be required by law.

Support the OWNER, as may be required, in providing for and renewing and
maintaining Federal, State and local permits and other legal requirements that are
necessary to operate and maintain the Managed Assets.

Remove and deliver to an OWNER designated location unused, obsolete and replaced
equipment.

VWNA shall maintain the existing stationary standby power equipment for the
Managed Assets including regularly running under load according to manufacturer's
recommendations, or as provided for by Applicable Law. Portable emergency power
equipment shall be maintained in accordance with manufacturer’s recommendations
and exercised on a regular basis.

Use reasonable efforts to respond within 30 minutes (but in no event longer than 45
minutes) to any emergency events after notice at any time or any day of the week),
rectify conditions resulting from the emergency, abate any inconvenience to the public
relating to the Managed Assets and maintain at all times during the Term of this
Agreement. A local toll-free, twenty-four (24) hour telephone number with person-
to-person service where emergencies can be reported. In accordance with the EPRP,
VWNA shall immediately notify the OWNER and other required agencies in the case
of any emergency, including hazardous material spills from or into the Managed
Assets. Respond to emergency events relating to water supply and take appropriate
actions to maintain service and protect the quality and quantity of water to the
OWNER’s service customers.

SOURCE OF SUPPLY (SOS)

(a)

(b)

(©)

Make visits to each of the well fields on a scheduled basis in accordance with the
OWNER approved Company OM&M Plan. Inspect the equipment, make necessary
adjustments, provide routine lubrication, check existing cathodic protection, inspect
controls and instrumentation, change record charts and perform other appropriate
routine tasks. Any significant OM&M issue discovered by VWNA during these
inspections shall be reported to the OWNER.

Perform flow testing, drawdown measurements, specific capacity measurements,
water quality testing, and planned maintenance on all wells and well equipment in
accordance with VWNA’s maintenance.

Perform preventive and predictive maintenance on all Supply Sources equipment.

Page 2 of 17
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WATER TREATMENT PLANT (WTP)

(a)

(b)
(©
(@)
(e)

®

Operate and staff the Central Control System on a 24-hour per day, seven day per
week basis to meet system demands.

Operate and maintain valves and related appurtenances.
Operate and maintain chemical feed equipment.
Operate and maintain electrical facilities.

Perform Preventive and Predictive Maintenance of all water treatment equipment.
This includes all equipment for the collection of, treatment of and distribution of water
at the WTP. Any significant OM&M issue discovered by VWNA during these
services shall be reported to the OWNER.

Operation of the unit processing including coagulation, clarification, sedimentation
and filtration and disinfection/corrosion control.

TRANSMISSION & DISTRIBUTION - PUMP STATIONS

(a)

(b)

©

Make visits to each of the transmission and distribution system booster pumping
stations as required to assure quality customer service. Inspect the equipment, make
necessary adjustments, provide routine lubrication, provide corrosion control, inspect
controls and instrumentation, change record charts and perform other appropriate
routine tasks. Any significant OM&M issue discovered by VWNA during these
inspections shall be reported to the OWNER.

Monitor and control booster pump stations from the central control system located at
the Primary Water Treatment Facility (SCADA system). Critical alarms will be
monitored to ensure the reliability of the pump stations. The critical equipment at the
pump stations will be part of a planned maintenance program.

Conduct an annual pump efficiency check for each booster-pumping unit greater than
25 HP and make recommendations to the OWNER for maintenance, repair or
replacement required to maintain pumping capacity at optimum efficiency levels.

TRANSMISSION & DISTRIBUTION — PIPES AND APPURTENANCES

(b)

Inspect and exercise all system valves 12” diameter and larger annually and all system
valves smaller than 12” in diameter on a five (5) year frequency. Valves will be
located, boxes cleaned out, raised or lowered if required and the valve will be turned to
ensure proper operation.

Inspect and operate all OWNER-owned fire hydrants at least once each year. Locate
and inspect each hydrant to ensure proper operation, apply touch-up paint or repaint as
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required and make sure each hydrant barrel is properly drained. Hydrant records will
be updated and verified. Fire hydrants will not be used for any purpose other than
extinguishing fires. Hydrant meters will be used for taking water from hydrants as
authorized by the OWNER. Read such hydrant meters and submit readings to the
OWNER for its billing.

Prepare a Flushing Program Protocol and execute an annual flushing program, to flush
sediment and corrosion particles from the distribution mains. Provide the OWNER
with advance notice of the planned flushing dates, advertise the program in a
newspaper having general circulation in the service area to alert customers and
conduct the program at a time of minimal disruption to customers. Several areas
within the water distribution system may be identified as initial “trouble spots” and
shall be flushed more frequently than the rest of the Distribution System. The trouble
spots shall be addressed in the CIP or the RRRMP.

Locate and mark water mains and water services in the right of way when requested by
the OWNER, contractors or by Dig-Safe. Upon receipt of notices of planned
construction in OWNER service areas, timely respond to meet regulatory requirements
and to locate and mark the street where the system is located. VWNA shall depend on
the data and information provided by the OWNER and updated and maintained by
VWNA to locate underground water utilitiecs. VWNA shall use Prudent Industry
Practice for the location of water utilities.

To the extent that is physically feasible with the Managed Assets, VWNA shall
optimize the Managed Assets for pressures and fire flows. Any significant
deficiencies in Managed Assets pressure and fire flows will be identified by VWNA
and addressed in the CIP or the RRRMP.

VWNA shall use reasonable efforts to respond within 30 minutes (but in no event
longer than 45 minutes) to all Distribution System pipe breaks and pressure problems.
The response shall be as follows:

I If the cause is identified as a problem (i.e. broken pipe, blockage) on
the customer’s service line, VWNA’s on-site representative will notify
the homeowner of the problem and the homeowner shall be responsible
for clearing the blockage or repairing the pipe.

. If the cause is identified as a broken pipe or blockage on the OWNER’s
service line, VWNA shall effect repairs or clear the blockage in a
timely manner, including clean up of the immediate area.

1. If the cause is identified as a broken pipe or a blockage anywhere in the
Managed Assets, VWNA shall effect repairs or clear the blockage in a

timely manner, including clean up of the immediate area.

iv. If the cause is a failure at a pumping station or well, VWNA will take
immediate action to remedy the situation.
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VWNA shall map, track and keep a log of all pipe breaks, regardless of cause,
in order to monitor the overall integrity of the Managed Assets and possible
problem areas and pressure problems and provide a summary in its monthly
and annual reports.

Administer the back-flow prevention and cross connection control programs.

Monitor the water distribution system for any unapproved or illegal acts, take actions
to prevent or remove illegal connections and notify the OWNER and police as
required.

Respond to requests for termination of water service including final meter reading.

Collect all data gathered in the course of the OM&M services associated with the
Distribution System and provide the information in a database format.

Raise or lower valve box covers on an as needed basis.

Evaluate pipe samples, determine causes of failure and remaining service life and
prepare a pipe break report in accordance with Prudent Industry Practices.

Incorporate in its OM&M Plan actions to minimize unaccounted for water. At least
once each year, summarize and compare water production records with total system
consumption as measured through customer meters. Unaccounted for water shall be
calculated and tracked quarterly based on a 12 month running average.

Data concerning date, location and other information concerning performance and
maintenance activities on system operations shall be entered in the CMMS database
programs provided to VWNA by the OWNER.

TRANSMISSION & DISTRIBUTION — RESERVOIRS AND TANKS

(a)

(®

()

(d

Perform preventive maintenance on all cathodic equipment associated with the storage
tanks.

The operating levels of the water storage tanks will be monitored and controlled from
the SCADA system.

VWNA will have a program to ensure that Product Water quality is not deteriorating
in the storage tanks by using operating data and information to determine daily
turnover by controlling tank levels and incoming Product Water flow. VWNA shall
optimize daily turnover in the storage volume of each storage tank to ensure fresh
water is available in the storage tanks.

VWNA shall wash down the interior of each water storage tank with high-pressure
water spray every five years. Following the tank wash down, VWNA will advise the
OWNER of the need for a joint inspection. The integrity of the paint and the tanks’
condition will be evaluated by VWNA. VWNA shall submit a report to the OWNER
detailing the condition of the painting system and noting needed repairs and
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recommend when painting of the tank will be required. Tank repairs and painting will
be part of the CIP or RRRMP. This information will be used in the CIP or RRRMP.

VWNA shall not be responsible for the physical removal and disposal of sludge and
sediment resulting from extraordinary sludge and sediment build up existing as of the
Commencement Date. Such extraordinary sludge and sediment shall be removed as
an element of the CIP or the RRRMP. VWNA shall be responsible for any physical
removal of sludge and sediment in reservoirs and storage tanks if not extraordinary
and/or at a point in time after the initial extraordinary sludge and sediment has been
removed. :

Provide maintenance of storage tank sites, including maintaining landscaping,
mowing, clearing brush, and minor repair of fencing, and litter control.

CUSTOMER SERVICE

(@)

(b

()

Use reading devices provided by the OWNER, read meters of system customers and
meters for non-system sewer customers in accordance with the Table Below.

Meter Size/Description =~ - Frequency of Meter Read

Meters larger than % inch Monthly

Meters equal or less than % inch: | Monthly
commercial accounts

Meters equal or less than % inch: | Monthly
residential accounts where meters have
been converted to radio readers

Meters equal or less than % inch: | Quarterly
residential accounts where meters have
not been converted to radio readers:
residential accounts

Readings will be electronically transferred to the designated agent in the OWNER
when the routes are completed. The OWNER will provide Veolia Water with pre-
programmed devices with routes preloaded and ready to read.

Perform service disconnects (shutoffs) and reconnects (turnons) for enforcement of
payment and for other utility requirements of accounts or for other violations of the
OWNER's rules pertaining to water service. The OWNER will prepare a list of
services to be shutoff for non-payment or other reasons and forward to VWNA. The
shutoffs and reconnects shall be scheduled and conducted during normal business
hours, Monday through Friday, excluding holidays.

Test meters in accordance with Public Utilities Commission (NHPUC), NHPUC Rule
605. Meters that do not comply with the accuracy standards of Rule 605 will be
removed and replaced with an accurate meter from stock or from the new-meter
inventory. Meters to be scrapped will not require testing. All replaced meters will be
sealed to prevent tampering. Meters that fail the test will be repaired and/or replaced.
For meters that are impractical to repair, the meter will be scrapped. Veolia Water
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will update a meter record if available for the OWNER, or establish a meter record
maintenance system. Meters that have been damaged due to abuse tampering or
neglect will be repaired or replaced at the OWNER’s expense.

Provide planned customer service requirements during normal working hours and the
emergency customer service on a 24-hour a day, 7 days per week basis.

Maintain safe conditions at all water meter sites. Repair and replace broken covers
and lids per the RRRMP. Clean dirt and debris from boxes and trim foliage around
boxes to allow unimpeded meter reading.

Maintain portable water meters for use as necessary.

The service line is the pipe from the water main to the curb stop or the service line at
the property line within the public right-of-way. Service line owned by the OWNER
shall be maintained by VWNA as part of the RRRMP. Service lines will be part of the
regular leak detection program.

Inform and update customers during service outages.

VWNA will provide a customer contact to answer all water quality-related customer
inquiries. Typically, customers may have questions about water pressure, taste, odor or
aesthetic issues. VWNA will respond to customer inquiries on these and other water
quality issues in a timely fashion with accurate, helpful answers. Customer inquiries
and the type of inquiry made will be tracked on an on-going basis so that VWNA and
the OWNER may track any trends or concemns.

When feasible, VWNA will work with the OWNER to resolve any customer inquiries
that could be alleviated by consumer education programs. VWNA will also establish
a Water System Web Site for communication with the OWNER’s customers. The
Web Site will provide for transfer of information to the OWNER’s customers.

VWNA will schedule customer appointments as required to perform field work.

VWNA will manage customer inquiries concerning tap fees. Records will be
maintained of customer inquiries and VWNA’s response to customers.

INSTRUMENTATION & CONTROLS

(a)

The OWNER shall be provided the capability to monitor executive-level SCADA
report data and Agreement status reports. All Managed Asset OM&M records and

data (with the exception of personnel records) will remain the property of the
OWNER.

COMPUTERIZED OPERATION, MAINTENANCE & MANAGEMENT

(a)

The OWNER shall provide the existing investor owned utility’s computerized
(CMMS) maintenance management system to VWNA. VWNA expects that the
CMMS is capable of: providing records of Preventive and Predictive Maintenance
activities; providing a record of repair for each piece of equipment in the Managed
Assets; scheduling and control of Preventive, Predictive and Corrective Maintenance;
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monitoring of Predictive, Preventive and Corrective Maintenance programs and
associated costs; issuing work orders; maintaining a spare parts inventory; and issuing
equipment status and repair reports. The CMMS shall have a comprehensive Asset
Registry. Any deficiencies in the CMMS shall be identified by VWNA in the
transition period.

The CMMS shall be capable of providing data to the OWNER at the level of detail
necessary for the OWNER to use its accounting system for fixed asset accounting,
management, and for user-charge development and with the ability to maintain the
Managed Assets records of accounts in accordance with NHPUC’s guidelines for
Class A Water Ultilities (as currently promulgated or revised in the future). If desired
by the OWNER, the accounting services to convert data and information from
VWNA'’s work orders to NHPUC accounting requirements shall be performed by
VWNA as supplemental services.

As an integral part of the computerized maintenance management system, VWNA
shall establish an inventory control system to: account for the existing materials and
parts; optimize the stocking of materials and parts; calculate the costs of materials and
parts used for work orders; and control the ordering of materials and parts. The
inventory control system shall be capable of tracking specific equipment, budgets and
project costs.

VWNA shall also establish a Predictive Maintenance Program with a specific testing
schedule and conducted in accordance with the approved RRRMP for the Managed
Assets components. VWNA’s initial Conditions Assessment Study shall provide input
to the process VWNA will use to establish its Predictive Maintenance Program.

Computerized work orders shall be established and responded to in terms of a
prioritized ranking system. Rankings shall be established for equipment based on
importance to process operation and impact on permit requirements.

VWNA shall include maintenance activities in the CMMS. Areas that are to be
covered by these standards are:

. Buildings/structures
. Grounds

. Vehicles/equipment
. Personal appearance

VWNA's OM&M computer software shall have the capability of retaining historical
data and information for at least five years. Historical data and information shall not
be discarded without OWNER approval. Information to be retained after five years
shall be given to and archived by the OWNER.

Typical of VWNA's recorded data shall be the following;:

. Laboratory results and associated information
. Operation parameters
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Maintenance performed
Maintenance ordered
Inventory on hand
Purchases made

Budget and cost information

10.0 ELECTRICAL

11.0

12.0

(a)

(b)

(©)

The OWNER shall provide all electrical facilities from the Investor Owned Utility
necessary for the operation of the utility.

VWNA will provide operation and maintenance for all electrical facilities. Planned
Maintenance will be performed in accordance with the OM&M Plan. All other
electrical facility maintenance will be performed in accordance with the RRRMP.

VWNA shall operate the pumping facilities so as to maximize electrical efficiencies,
while not sacrificing water quality or system integrity; shall identify and implement
changes to reduce commodity charges; and shall evaluate the use of variable
frequency drives to reduce demand charges.

SAFETY & SECURITY

(a)

(b)

(©)

Provide safety and security for the Managed Assets in compliance with applicable
health and safety regulations and security guidance, including EPA and any Federal,
State or local guidance regarding guarding against terrorist and security threats.
Fences shall be maintained in neat order and with proper structural integrity.

Provide safety and security repairs and replacements as part of the CIP and RRRMP to
protect the Managed Assets. This work shall be coordinated with the OWNER’s risk
manager. As a matter of routine OM&M services, VWNA shall keep the Managed
Assets a safe environment for both employees and the public.

VWNA shall adhere to the requirements of Federal and State OSHA and ADA in
performance of its obligations under this Agreement. During its initial year of
operation, maintenance and management, VWNA shall review the Managed Assets
for compliance with OSHA and ADA. VWNA shall note any deficiencies, suggest
how compliance can be achieved, develop a preliminary cost estimate for compliance
and submit this data for the Owner to include in its CIP or RRRMP.

VEHICLES, HEAVY EQUIPMENT, ROLLING STOCK, TOOLS

(a)

VWNA will implement a comprehensive maintenance program for the vehicles and
heavy equipment that will include preventive and predictive maintenance.

13.0 COMPANY DELIVERABLES
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OM&M Plan

Within the first 12 months of the Service Commencement Date, the existing OM&M Plan will
be updated for the treatment facilities and other water system assets. The updated OM&M
Plan will be used in conjunction with a detailed set of SOPs and unit process management
strategies that will be prepared and coordinated with the operations and computerized
maintenance software. The SOPs would include plant and source of supply operations,
safety, maintenance, vehicles and heavy equipment and employees.

OM&M Plan will be updated annually, as required. Any new or replacement equipment will
be included in OM&M Plan updates and automatically placed into the CMMS. All equipment
manuals, as well as new or updated written manufacturers’ materials, will be cataloged for
future reference.

The updated OM&M Plan, to which Company SOP’s are added, shall incorporate the existing
Managed Assets. Thereafter the OM&M Plan shall be revised as necessary, for any changes
to operations and maintenance practices, for any additions or revisions to standard operating
procedures and for any Managed Assets modifications. The OM&M Plan shall incorporate
practices as currently provided for in the existing OM&M Manuals, as required by applicable
regulations, or in accordance with Prudent Industry Practice.

The OM&M Plan shall also address proper handling, loading, transportation, and use of all
chemicals.

VWNA shall provide a draft OM&M plan to the OWNER for the OWNER to review
compliance with this Agreement. Once the OWNER has approved the OM&M plan, VWNA
shall provide two (2) sets of the approved OM&M plan to the OWNER. One approved set
will be located with the OWNER’s Oversight Contractor and the other approved set will be
located at the water treatment facility.

The OM&M Plan shall address the following:
Operations

Maintenance

Water Quality

Emergency Response

Risk Management

Residuals Handling and Disposal
Safety and Security

Backflow Prevention and Cross Connection Control
Regulatory Compliance

Customer Service

Quality Control and Quality Assurance
O&M Manuals

The OM&M Plan shall include operating protocols which include, without limitation,
VWNA’s procedures for:

e Monitoring Raw Water quality and temperature;
o Identification of Raw Water conditions indicating the approach or threat of
Unacceptable Raw Water Events;
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e Notification by VWNA to the OWNER, of observation of Non-Compliance Event;

e Monitoring Finished Water and Product Water quantity and quality;

e Notification by VWNA to the OWNER and response actions if Finished Water or
Product Water Quality Standards or Applicable Law standards are not being met;

e Notification by VWNA to the OWNER and response actions if permit violations are
observed; and

e Notification by VWNA to appropriate federal, state and local agencies and to the
OWNER in the event of security breaches or other emergencies at the Managed
Assets.

(a) Operations

The objective of the operations portion of the OM&M Plan is to assure that the Managed
Assets are operated in an efficient, safe manner consistent with this Agreement, Applicable
Law, Prudent Industry Practices and equipment warranty provisions that reliably meets
Finished Water Quality and Product Water Quality Standards and Product Water Demand.
Consequently, the operations plan shall detail the procedures for normal, emergency and
standby (if applicable) Managed Assets operations; specify equipment and process
surveillance and operational data logging activities; and provide an operations quality
control/quality assurance plan to assure that VWNA meets all of its obligations under this
Agreement.

The operations plan shall: (i) contain copies of all permits, licenses, certifications, and other
regulatory documents for VWNA'’s service; and (ii) specify the duties and responsibilities of
all Company personnel at the Managed Assets and all tests to be conducted for the
performance of this Agreement, including all sampling and analyses procedures and related
quality control/quality assurance reports.

The quality control and quality assurance plan shall detail the operation and maintenance
activity review program used by VWNA to monitor the quality and effectiveness of the
OM&M Services under this Agreement and to correct any deficiencies.

(b) Maintenance

The objective of the maintenance portion of the OM&M Plan is to maintain the Managed
Assets operability, durability, and reliability throughout its projected functional life.
Consequently, the maintenance plan shall describe how VWNA shall:

e Plan and perform corrective, predictive and preventive maintenance on all Managed
Assets in accordance with the recommendations of the manufacturer, Prudent Industry
Practices and this Agreement;

¢ Detail the process used by VWNA to generate and track work orders that are specific to
the item of equipment. These work orders shall outline the required maintenance,
describing the work to be undertaken. The resultant maintenance work shall be logged as
to when the work order was issued, when completed, by whom, duration of work, and
listing of consumables used in providing the required work. This information shall be
maintained for all equipment and presented on a monthly basis to the OWNER to confirm
that the work is being undertaken as required so as to protect the investment in the
infrastructure.  All equipment usage, equipment maintenance and the status of all
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maintenance work orders shall be logged through the CMMS system to provide the
necessary input to the computerized maintenance management plan.

(©) Water Quality
VWNA shall evaluate and update existing Water Quality Plans.

VWNA shall implement Process Control Management Plans (PCMPs) and SOPs in
accordance with the Regulatory Compliance Plan. VWNA will implement a site specific
Laboratory Quality Control / Quality Assurance (QA/QC) Manual to include the following:

i. Outline laboratory sampling and testing procedures

ii. Outline all laboratory QA/QC procedures for both the in house lab and any outside
contract labs.

ii. Identify all raw water quality parameters, process control parameters, and
finished/product water parameters to be tested with accompanying control limits as part
of the PCMPs.

VWNA will develop and implement an employee training program to include the site specific
Laboratory QA/QC Manual, the latest treatment techniques, best practices, and VWNA’s
PCMPs and SOPs for Water Production.

(d) Emergency Preparedness and Response Plan (EPRP)

VWNA shall maintain and update as applicable, the Emergency Preparedness and Response
Plan (EPRP) in accordance with Federal and State regulations governing Emergency Action
and Fire Prevention Plans and in co-operation with Federal, State and local officials and
public safety departments. The EPRP shall describe VWNA actions during the occurrence of
potential emergency situations (such as those that may result from natural disasters
hurricanes, wind storms, floods, and earthquakes, terrorist activities, power failures, chemical
and hazardous substances spills, sudden process failures, sudden critical equipment failures)
and identify specific actions to minimize the chance of an emergency. The plan shall include
a regulatory matrix that identifies applicable Federal, State and local laws or regulations and
the associated element of the EPRP.

(e Risk Management Plan (RMP)

VWNA shall be responsible for reviewing and updating the existing Risk Management Plan
(RMP) document as necessary.

VWNA will work with the OWNER’s risk manager in describing the approach to the
technical elements of the RMP.

® Residuals Handling and Dispesal Plan

VWNA shall prepare and/or update the existing residuals handling and disposal plan
describing the residuals handling, storage and disposal methods and related permitting and
transportation requirements. The residuals handling and disposal plan shall indicate the
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location of the final disposal site(s) and shall contain a copy of the most recent permits related
to the Managed Assets residuals handling and disposal. VWNA shall store residuals
generated on site, transport and dispose of these residuals in accordance with all Applicable
Law.

(g)  Safety and Security Plan

VWNA shall provide for, and maintain, security and safety of the Managed Assets. VWNA
shall develop and submit a safety and security plan as an integral part of the OM&M Plan. In
the safety and security plan, VWNA shall describe how all safety, security and health laws,
rules, regulations, and/or procedures shall be enforced. The safety and security plan shall also
describe VWNA’s in-house safety program, including, operations, maintenance, equipment
isolation, safety, laboratory, chemical handling, confined space entry, emergency response,
and safety equipment use. The safety and security plan shall comply with all aspects of the
Managed Assets.

(h) Field Operations

The Field Operations activities has been previously described under Transmission and
Distribution, paragraphs 4, 5 and 6 above and Customer Service, paragraph 7 above.

@) Backflow Prevention and Cross Connection Control

VWNA will implement a backflow prevention and cross-connection program in accordance
with the NHDES requirements. The cross-connection backflow prevention program shall be
approved by the NHDES. The backflow prevention devices will be owned and maintained by
the customers. VWNA will perform the other activities for the cross-connection program,
including the following;:

e Ensure customers have the backflow devices tested in accordance with NHDES
requirements and provide the results to VWNA. High-hazard applications must be
tested at a six-month frequency and all other at a 12 month frequency.

e Maintain a list of high-hazard locations as required by the NHDES.

e Maintain a list of low-hazard locations as required by the NHDES.

e Maintain a list of inspection frequency and inspection results as required by the
NHDES.

e Provide an annual summary inspection form to the NHDES by February 1 of each
year for the inspections that have occurred in the prior calendar year.

1)) Regulatory Compliance

VWNA'’s management team will develop and maintain positive relationships with all
regulatory agencies having control over the Managed Assets.

Through the utilization of plant-specific Process Control Management Plans (PCMPs), SOPs,
and the computerized process monitoring database (OPS 32), VWNA will ensure that the
water works meets all regulatory requirements.

VWNA shall develop a Regulatory Compliance Plan that will:
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e Develop and implement Managed Assets-specific PCMPs. These plans shall
monitor daily operational parameters and alert both operators and management to
situations that are either outside set operational limits or are trending in that
direction.

e Develop and implement Standard Operating Procedures (SOPs).

e Implement a computerized plant process monitoring database (e.g., OPS 32).

e Maintain a comprehensive scheduling matrix of all regulatory compliance
monitoring and reporting requirements.

e Develop action plans and recommend improvements for the Owner’s CIP to
improve the existing water treatment facilities to meet existing and future EPA,
NHDES and other regulatory regulations.

¢ Implement regulatory update tools (e.g., www.cyberregs.com) to stay current
about pending regulations that could impact operations.

e  VWNA will monitor regulatory agencies for proposed and/or pending regulatory
compliance rules and rules changes

14.0 RECORDS AND REPORTS

VWNA shall prepare required reports related to the OM&M of the Managed Assets pursuant to this
Agreement and required by Applicable Law, as well as provide monthly and annual reports to the
OWNER as described herein. VWNA shall meet at least once per month with OWNER
representatives to review VWNA's performance. = VWNA shall meet with the OWNER
representatives on an annual basis to present and assist in the review of the annual data submitted.
The OWNER and its designated representative(s) shall have full access to reports and data at all
times.

All data generated by VWNA as part of the OM&M of the Managed Assets shall be the property of
the OWNER (with the exception of confidential business information and personnel data). The data,
records, reports are produced by VWNA on behalf of the OWNER.

Records

VWNA shall maintain records of historical data and information as described herein and as required
by Applicable Law. The records shall be kept for each utility system as appropriate.

Reports to Regulatory Agencies

e VWNA shall submit required regulatory reports. The OWNER, if required to do so, agrees to
sign such reports in a timely manner. Copies of all reports shall be sent to the OWNER and
the appropriate regulatory agency by required deadlines. VWNA shall maintain records as
required by the appropriate agency. Such records shall be accessible to the OWNER.

Reports to OWNER
VWNA shall provide the following reports to the OWNER:
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Monthly Operations and Maintenance Report (MOR) — VWNA shall prepare and provide to
the OWNER and the applicable regulatory agency(ies) within 15 days of the end of each
month, or sooner if required by Applicable Law, an operations and maintenance report for the
Managed Assets which meets regulatory requirements.

At a minimum, VWNA shall identify any violations for the month and include a summary of
Managed Assets performance testing results, including the performance with respect to permit
parameters, status of maintenance, major expenditures, and other pertinent information of the
Managed Assets.

The report shall: list the quantity and quality of the of the Raw Water, quantity of Finished
Water, quantity of Product Water distributed, quality of Finished Water, quality of Product
Water distributed, quantity of unaccounted water, booster pump station inspection results,
documentation of any operations problems experienced; documentation of Residuals
generated and transported for disposal; electricity, fuels and chemicals used; include
maintenance monitoring reports; and include copies of any correspondence with regulatory
agencies, including that associated with any violations.

The report shall also list all maintenance work performed, the maintenance plan for the next
month, and record keeping activities, including work order status, spare parts inventories, etc.
The report shall document accidents, injuries, damages to OWNER property, emergencies and
alarm activation and the response actions taken by VWNA.

VWNA shall include executive and technical summaries of the data requested in the Monthly
Operating Report and provide information regarding trends and developments.

VWNA shall provide monthly summary of all incidents and responses taken by VWNA to
demonstrate the adequacy of and compliance with the EPRP.

VWNA shall include a monthly summary of the Managed Assets flushing activities in over
the course of the month.

VWNA shall provide a monthly record of each main and service shut down that occurred
during the month. The information includes location, duration, and number of customers
affected.

Monthly Report of Unaccounted-for Water calculated in accordance with this paragraph S
subparagraph (g) above.

A summary of complaints received and corrective actions taken by VWNA relating to its
utility services.

Annual Operations and Maintenance Report — Within 90 days after the end of each OWNER
fiscal year, VWNA shall prepare a report presenting a summary of the past year's operation
and maintenance activities for the utility systems based on the monthly reports and presenting
planned activities for the present year. Operations and maintenance activities as well as
Capital Maintenance and Capital Improvements performed an/or ongoing within the Managed
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Assets shall be discussed. The report shall also document in sufficient detail for OWNER
verification, monthly statements of VWNA, payments received by VWNA and any
adjustments required in payments to the OWNER or to VWNA. After submission of the
report, VWNA shall, at the OWNER's request, meet with the OWNER to review the report.
VWNA’s annual report will include an annual project status report summarizing project cost,
process details, solids production, maintenance and repair, staffing, and other project-related
information; and recommendations to improve operation, maintenance, and
cost-effectiveness.

VWNA shall also provide an annual summary of all incidents and responses taken by VWNA
to demonstrate the adequacy of and compliance with the EPRP.

Monthly Production Report — This report provides a summary of the monthly production of
Product Water. Included in these reports are hour run time summaries, flow readings, electric
and gas meter readings, interconnect readings, well sounds, total water production by system
and source, and daily production numbers.

Monthly Bacteria Monthly Monitoring Report — This report required by the State of New
Hampshire Department of Health Services, and Department of Environmental Services,
provides a summary of all bacteria results, chlorine residuals, and water quality complaint
activity, by each system. In addition, the report provides the results of all production source
bacteria results.

Annual Consumer Confidence Report — This annual report is a summary of all water quality
results performed over the year. The report is sent to each customer prior to July 1 of each
year for results received in the prior calendar year. A “camera ready” copy for the OWNER
shall be completed by May 1 of the year due.

STAFFING

The Managed Assets shall be staffed in accordance with Applicable Legal Requirements and in a
manner to ensure the Managed Assets is operated in the best and safest manner possible, consistent
with Prudent Industry Practices. VWNA shall ensure that its Managed Assets operations work force
is familiar with and complies with the safety requirements and conduct requirements contained in
VWNA’s employee handbook.

VWNA shall at all times maintain the number of qualified, certified and experienced employees, staff
and third-party contractors to operate, maintain and manage the Managed Assets in accordance with
this Agreement.

VWNA shall provide and maintain an organizational chart that lists job classification, the number of
staff proposed for the transition phase and for the full-time operation. From time to time, VWNA
shall notify the OWNER of any proposed revisions to the Staffing Plan.
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16.0 LICENSES & CERTIFICATIONS

Management, supervisory, technical, laboratory, and operating personnel, shall be licensed and/or
certified as required by the State of New Hampshire for operation, maintenance and management of
the Managed Assets.

17.0 SUPPORT TO OWNER FOR COMMUNITY RELATIONS AND PUBLIC
EDUCATION PROGRAMS

VWNA shall supply information and support the OWNER in development and implementation of its
public partnership for education programs, including areas of water conservation and pollution
prevention. VWNA shall: meet with and provide press releases; provide open houses and tours of the
Managed Assets; participate in presentations to the public, elected officials and interested groups;
participate in public events; and provide information and literature describing the Managed Assets.

VWNA shall provide the following as proposed:

. Conduct education and informational programs in the schools to increase awareness of
the role of a water system plays in the community.

. Conduct water career opportunities workshop in the local colleges and high schools

. Establishing strong relationships with various community, civic, environmental and
business groups

. Utilize the OWNER’s Chamber of Commerce as an avenue for outreach to the
OWNER businesses

18.0 LABORATORY SERVICES

VWNA shall perform all required sampling, testing and laboratory analyses for the Managed Assets,
required by Applicable Law, whether for process control or otherwise, and prepare and file required
reports on behalf of the OWNER. The laboratory must be certified for all analyses performed in
accordance with Applicable Law. VWNA may perform these services itself or elect to utilize a
contracted, State certified laboratory to perform any or all of the analytical testing required under this
Agreement.

VWNA shall implement a laboratory quality assurance and quality control (QA/QC) program, per
Prudent Industry Practices, to produce accurate, reliable and reproducible, and certifiable and legally
defensible data. In addition, the (QA/QC) program shall include sampling, testing, and analysis and
perform monitoring, compliance monitoring, sampling, testing, laboratory analyses, and reporting, all
as necessary for process control and full compliance with Agreement Standards. All required testing
necessary for compliance with permits and State and Federal programs shall be performed by a State
certified laboratory.
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APPENDIX E
SUPPLEMENTAL SERVICES

Supplemental Services are work performed at the request/direction of the OWNER that
are not otherwise provided for in the Agreement. Supplemental Services may be
operational, construction, technical and/or managerial in nature.

Supplemental Engineering Services:
A. Description of Engineering Services

1. Reviewing new construction. VWNA will meet with developers and OWNER
customers who request main extensions or new service installations. Review
plans, establish appropriate sizing of facilities (may require additional services
under item 6 below) and provide standards and specifications.

e Item l.a & 1.b: Review of an individual Residential service assumes a
maximum of a two-hour effort, for Commercial or Industrial services assumes
a maximum of four hours; any complications or extenuating circumstances
that require additional time will be billed at the Project Engineer hourly rate.

e Item l.c: Main extension can vary significantly in terms of the complexity and
time required to perform an adequate review and to meet with the customer’s
engineer; therefore, these services will be provided on an hourly rate basis for
a Project Engineer. Customers will be given a Review Fee estimate based on
the size and complexity of project prior to beginning review.

e Item 1.d: Customers will be provided a hard copy of the Standard Water Main,
Services and Appurtenances Specification upon request for a fixed fee.

2. Inspecting new construction. VWNA will provide on-site inspection of new
installations to ensure compliance with City standards and specifications.

» Item 2.a: This item does not include full-time inspection, but only the time
required to make one inspection prior to backfilling a service, observe
pressure testing, verifying that the as-built drawing provided by the customer
are correct, and inputting the as-built record into the City system.
Complications or extenuating circumstances that require significantly more
time will be billed at the Project Engineer hourly rate.

» Item 2.b: This item does not include full-time inspection, but only time
required to make inspection during critical times prior to backfilling to verify
compliance with stand specifications, observe pressure testing, verifying that
the as-built drawing provided by the customer is correct, and observing
disinfection of new facilities and appropriate follow-up bacteriological
sampling before activation of lines. Complications or extenuating
circumstances that require additional time will be billed at the Project
Engineer hourly rate.

3. Creating as-built records. VWNA will create an as-built record of new
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installations on an AutoCad file. Copies of all such files will be provided to the
OWNER. For individual services, the customer will be responsible for supplying
the as-built AutoCad file and VWNA will only enter the file into the OWNER’s

system per item 2.a above.

 Item 3.b: For Developer Projects, the customer will be responsible for
supplying as-built records in an acceptable digital format and Veolia Water
will enter this information into the OWNER’s system on a rate per drawing.

e Item 3.c: In cases where a Customer or the OWNER requires VWNA to create
an as-built AutoCad file, the work will be performed on an hourly rate basis
for an AutoCad Technician.

OWNER will provide a reasonably accurate GIS map of the water system,;
however, it may be necessary to provide updates on mains, hydrants and gate
valve records. The updates to the OWNER’s distribution mapping will be
provided on an hourly rate basis for an AutoCad Technician. Any required field
location or verification will be provided on an hourly basis by a Field Engineer.

Preparing hydraulic modeling and analysis. OWNER will provide a working
hydraulic model containing detailed computer files on the primary pipes, nodes,
booster pumps (etc.) and storage of the distribution system.

o Item 5.a: VWNA will become familiar with the hydraulic model and
distribution system, and will be prepared to run specific queries for system
improvements, fire flow determination or analysis of developer projects for a
lump sum price.

o Item 5.b: VWNA will provide system analysis to identify hydraulic
bottlenecks, and low pressure areas, and also develop recommendations for
additions and improvements on an hourly rate basis for a Senior Project
Engineer and Staff Engineer.

o Item 5.c: VWNA will assess the impact of future growth on the system for
Developer projects; man-hours required to perform this analysis will be based
on complexity of project, location within the system and number of iteration
required. The cost will be based on hourly rates for a Senior Project Engineer
and Staff Engineer, and an estimate will be provided to the Customer prior to
commencement of work.

Preparing Fire Flow test and report. VWNA will provide a Field Technician to
perform fire hydrant flow tests, which includes operating the hydrant, the flow
meter and the pressure gauge during hydrant test, taking readings and providing a
summary report to the OWNER and the customer requesting the test.

Performing specialized watershed engineering studies. VWNA will provide
watershed management centered on the goals of protecting and improving the
source water quality of the Water Works, developing water withdrawal protocols
that ensure optimal source water quality and source water management,
developing and implementing best management practices, and watershed water
quality research and analysis to further understanding of the watershed and its
long-term health. VWNA will work with OWNER and environmental groups
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such as the Pennichuck Watershed Council to develop long-term strategies for the
watershed. These services will be provided on an hourly rate basis for a Senior
Project Engineer. Or, if the scope of services warrants, these services will be
provided by a third-party under contract with VWNA and billed at cost plus
Administrative Fee to the City. These services will be for watershed studies
outside the scope of the initial study performed as described in the Agreement.

Implementing Capital Planning for water system improvements. VWNA will
meet with the OWNER to review priorities and set goals for the overall Water
System Capital Program. The planning function will be an ongoing activity that
will provide a five-year plan with annual updates and recommended capital for
the upcoming fiscal year. These services will be provided at no additional cost.
Detailed plans, engineering and construction cost estimating will be provided as
an additional services.

Providing other engineering services, as required by the City. VWNA will
supply other engineering services for: detailed engineering studies; and GIS
projects, on hourly rates based on the following rate schedule or will negotiate
lump sum priced proposals on specific scopes of work as requested.

B. Supplemental Engineering Services Fee Schedule

The services described in Section A. above will be performed for the following fees.

The proposed service fees outlined in the following tables will be adjusted annually using
the Escalator identified in Section 9.1(B)(2) of the Agreement.

Veolia Water — Proposed Se

e Fee — Supplemert

Service
1 | New construction plan review
a. New services: Residential $200 per service
b. New Service: Commercial or $400 per service
Industrial

c. Main extensions (varies with extent of | $106/hour
each project)

c. Provide standard specifications $50 per set
2 | Inspect new construction
a. Domestic services, including as-built | $160 per service
b. Mains and fire services
First 100 ft. | $400
Plus next 400 ft. | $3 per foot
Plus over 500 ft. | $2.50 per foot
3 | As-built records

a. Services — See 2 a. above

b. Mains — assumes all plans provided to | $400 per sheet
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Service rice
City in acceptable digital format
c. Create Digital as-built Records $62/hour (AutoCad Technician)
4 | Updates to GIS mapping
a. Pipe records from as-built $62/hour (AutoCad Technician)
b. Service records from as-built $62/hour (AutoCad Technician)
c. Gate valve and hydrant records $62/hour (AutoCad Technician)
d. Field location of service, valves or $75/hour (Field Engineer)
gates
5 | Unaccounted for water audit Cost included in Base Fee

6 | Hydraulic modeling and analysis
a. Base Modeling — assumes the City $5,000/lump sum
provides working model and data.

b. System improvement analysis $90/hour (Staff Eng.) &
$106/hr (Project Engineer) as required
¢. Model run for developers $90/hour (Staff Eng.) &
$106/hr (Project Engineer) as required
7 | Pump efficiency tests — annual, all 4 Cost included in Base Fee
stations

Assumes all pumps are metered,
pressure taps are installed and pump
curves are available

8 | Fire flow tests, includes report to City $300 per test

9 | Watershed engineering studies $125/hour (Senior Project Engineer)
10 | Capital planning Cost included in Base Fee
11 | Other services See attached Rate Schedule

Contractor will charge the City for
Engineering Services on a time and
materials basis. For each task to be
performed, Contractor will submit an
estimate to the City. At the completion
of the project, Contractor will submit an
invoice to the City for the work

performed.
_ -~ HourlyRateBillingSchedule e
Position Tasks/Responsibilities Billing Rate
1- Senior Project Client relationship, coordinates & $156/hr
Manager oversees work
2- Project Manager Schedules, budgets, procurement, project | $135/hr
coordination.
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Position Tasks/Responsibilities Billing Rate

3- Senior Project Studies/planning/engineering $125/hr

Engineer

4- Project Engineer Plan review, GIS & hydraulic modeling $106/hr

5- Field Engineer Construction observation, field $78/hr
measurements, data collection

6- Staff Engineer Support Studies/eng/modeling tasks $90/hr

7- AutoCad Technician | Preparation of drawings & as-builts, GIS | $62/hr
updates

8- Senior Resident Inspects construction, field reports $95/hr

Inspector

9- Resident Inspector Inspects construction, field reports $84/hr

10- Administrative Administrative functions $60/hr

support

Supplemental Field and Treatment Plant Services

Supplemental services performed by on-site operations personnel shall be at the rates set

forth in Exhibit E-1.

Other Supplemental Services:

1. Information technology and systems support, financial and accounting
support, or other functional support such as customer service or billing and
collection personnel: If requested or required any time after Notice to
Proceed, to assist City with transition requirements, or for on-going
requirements after Commencement Date, VWNA will provide assistance
with IT, and/ or financial and accounting support and/or other functional
support such as customer service or billing and collection personnel as
assistance to City to provide the functional information systems to manage
the Managed Assets and in support to City to establish systems they
require for their accounting, customer service support, and for water
billing and collection services including CIAC and deposit requirements,
and work order systems. These services include assessment of system
needs, license management support for City, implementation planning and
budgeting support, procurement support, and project and budget
management.

These supplemental services will be performed with both internal
company resources and external professionals as required and will be
billed to City. Billing for these internal VWNA services will be for fully
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burdened costs, plus incidental costs and third-party costs plus 12%
(twelve percent).

The Company will work with City to develop scope definitions and
budgetary costs on a project by project basis.

2. Other Services: At the OWNER’s direction, and upon VWNA’s consent,
VWNA shall, in addition to the Engineering services listed, provide other
Supplemental Services when requested. Some examples would be: PUC
support for rate making, administrative filings, or expert testimony;
providing information necessary for the OWNER to perform the
“modified approach” to GASB 34, or to provide additional customer
service functions than those outlined in the scope of the Agreement.

The cost of supplying these Other Supplemental Services will be subject to negotiation
and agreement between OWNER and VWNA.

Capital Program Management Services and Rates

If requested by OWNER, VWNA shall provide Capital Program Management (CPM)
Services for the City funded capital improvements. The cost of CPM Services is not
included in the Annual Fee set forth in this Agreement and is in addition to the annual
listing of recommended capital improvements set forth in Section 6.11, which is included
in the base fee. CPM shall include engineering and technical services to oversee the City
capital investment program including detailed capital planning, project evaluation and
prioritization, value engineering, project engineering, project management and project
startup.

Implementation of capital projects by Veolia Water will be in accordance with one of the
following execution alternatives.

Execution Alternative I:

The costs of the CPM Services shall be in accordance with the following rates.
VWNA will charge the OWNER for Engineering and Technical Services on a time and
materials basis. For each project to be performed, VWNA will submit an estimate to the
OWNER for the major tasks. At the completion of the project, any invoices for services
provided by Contractors for the project will be reviewed and approved by VWNA and
presented to the OWNER for Payment.

The Proposed Service Fee’s outlined in the following tables will be adjusted annually
using the Escalator identified in Section 9.1(B)(2) of the Agreement.
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Position Tasks/Responsibilities ' Billing Rate

1- Senior Project Client relationship, coordinates & $156/hr

Manager oversees work

2- Project Manager Schedules, budgets, procurement, project | $135/hr
coordination, project management

3- Senior Project Studies, planning, engineering, project $125/hr

Engineer management

4- Project Engineer Studies, planning, engineering, project $106/hr
management

5- Field Engineer Construction observation, field $78/hr
measurements, data collection

6- Staff Engineer Studies, planning, engineering, project $90/hr
management

7- AutoCad Technician | Preparation of drawings & as-builts, GIS | $62/hr
updates

8. Senior Construction | Oversees the construction of major capital | $135/hr

Manager projects

9. Senior Construction | Oversees the construction of major capital | $125/hr

Engineer projects

-10- Senior Resident Inspects construction, field reports $95/hr

Inspector

11- Resident Inspector | Inspects construction, field reports $84/hr

12- Administrative Administrative functions $60/hr

support

Execution Alternative II:

VWNA will provide the preliminary project design, billed according to the rates above,
and provide a total not to exceed project cost for all engineering and construction services

for the project.

Construction Services for Third-Parties

If requested, VWNA will perform certain construction services for the benefit of parties
other than the OWNER. Where such work is perform, it shall be authorized by the
OWNER and VWNA shall bill the City according to the rates/prices in Exhibit E-1.
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FEE SCHEDULE FOR CONSTRUCTION PROJECTS
The Fee Schedule for construction projects performed by the Company shall be either
fixed price or variable priced based on a schedule of rates. The fixed price and the
variable rates shall be adjusted annually based on the Annual Fee adjustment in the

Agreement.

1.Variable Rate Pricing for Construction Projects

Fee Schedule for Construction Projects
Labor and Equipment Rates
Rates per Hour
Labor Costs Regular Premium Other
Plant Maintenance Foreman $51.21 $76.81 --
Plant Maintenance Technician $43.33 $65.00 --
CWS/WQ Systems Technician $38.95 $58.43 --
1&C Technician $50.33 $75.50 --
Chief Operator $46.03 $69.04
Plant Operator $38.95 $58.42
Production Engineer $60.98 $91.47
Plant/Lab Manager $60.98 $91.47
Water Quality Specialist $49.18 $73.77
T&D Working Foreman $45.96 $68.94 -
T&D Field Ser. Tech 1 $38.95 $58.43 -
T&D Field Ser. Tech 2 $43.33 $65.00 --
Dispatcher $43.33 $65.00 -
Planner $45.96 $68.94 -
Equipment Costs
Backhoe - -- $27.00
Dump Truck -- -- $27.00
Compressor -- -- $14.00
Service Truck - -- $17.00
Small Equipment (generator, trailer, etc.) -- -- $5.00
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Other Vehicles, heavy equipment and
- $9.00
specialized tools

e Regular hours are normal working hours, Monday through Friday, for non-holiday
periods, and are fully burdened.

e Premium Pay is the rate for time and one half paid for Saturday, Sunday and
holiday periods, as wells as for Monday through Friday after normal working hours,
and are fully burdened.

e Materials and Supplies -Materials and supplies used by Veolia Water will be
invoiced as part of the charges for work performed by Veolia Water at a price equal
to the actual cost plus 12%.

¢ Qutside Services/Contractors - The use of contractors by Veolia Water for
Unplanned Maintenance will be invoiced as part of the charges for work performed
by Veolia Water at a price equal to the actual cost plus 12%.

e Annual Adjustment to Fee Schedule -The Labor and Equipment Costs shall be
adjusted by the Escalator set forth in Section 9.1(B)(2) of the Agreement.
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2. Fixed Pricing for Construction Projects

Fixed pricing for construction projects is as outlined below.

Fixed pricing for Supplemental Services shall be negotiated.

Prices set forth below:

1. Do not include the cost of restoration work (i.e. select and flowable backfill, gravel
and temporary asphalt);

2. Do not include fittings;

3. Assumes the use of copper for service lines less than or equal to 2”;

4, Assumes the use of DI Pressure Class 52 pipe material;

5. Pipe units do not include pipe fittings, appurtenances, materials or installation;

6. Replace all in-place costs, including all labor, straight pipe, installation, equipment,
software issues, and are inclusive of soft costs (e.g., engineering) unless otherwise
noted.

7. Project prices may be singular or additive as appropriate for the units to be installed.

Functional Project Unit Unit Unit Cost Nashua
Area Measuremen Assumptions
t
Transmission { New water mains for 2" $ per LF TBD 1000 LF
and Developer Projects and minimum per
Distribution (Engineering is under small project.
(T&D) Supplemental Services) er Under 1000
LF will be
priced per
job.
New water mains for 3"or $ perLF TBD 1000 LF
Developer Projects 4" minimum per
(Engineering is under project.
Supplemental Services) Under 1000
LF will be
priced per
job.
New water mains for 6" $ per LF TBD 1000 LF
Developer Projects minimum per
(Engineering is under project.
Supplemental Services) Under 1000
LF will be
priced per
job.

Page 10 of 14




Service Agreement
Supplemental Services

Appendix E
Functional Project Unit Unit Unit Cost Nashua
Area Measuremen Assumptions
t
New water mains for 8" $ per LF TBD 1000 LF
Developer Projects minimum per
(Engineering is under project.
Supplemental Services) Under 1000
LF will be
priced per
job.
New water mains for 10" $ per LF TBD 1000 LF
Developer Projects minimum per
(Engineering is under project.
Supplemental Services) Under 1000
LF will be
priced per
job.
New water mains for 12" $ per LF TBD 1000 LF
Developer Projects minimum per
(Engineering is under project.
Supplemental Services) Under 1000
LF will be
priced per
job.
Tapping water mains (Includes 4" $ per tap TBD
the valve)
Tapping water mains (Includes 6" $ per tap TBD
the valve)
Tapping water mains (Includes 8" $ per tap TBD
the valve)
New Valves for Developer 2" $ per valve TBD
Projects and
small
er
New Valves for Developer 3" $ per valve TBD
Projects and
4II
New Valves for Developer 6" $ per valve TBD
Projects
New Valves for Developer 8" $ per valve TBD
Projects
New Valves for Developer 10" $ per valve TBD
Projects
New Valves for Developer 12" $ per valve TBD
Projects
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Functional Project Unit Unit Unit Cost Nashua
Area Measuremen Assumptions
t
New hydrants (New $ per hydrant TBD Add the cost
development) of the fittings,
valve and
pipe

Customer New meters with the setter 5/8" $ per meter TBD Add the cost
Service (Meter box to be an added of the AMR

cost) or encoder.

New meters with the setter 3/4" $ per meter TBD Add the cost

(Meter box to be an added of the AMR

cost) or encoder.

New meters with the setter . $ per meter TBD Add the cost

(Meter box to be an added of the AMR

cost) or encoder.

New meters with the setter 11/2" $ per meter TBD Add the cost

(Meter box to be an added of the AMR

cost) or encoder.

New meters with the setter 2" $ per meter TBD Add the cost

{Meter box to be an added of the AMR

cost) or encoder.

Curb box for meter 4 $ per box TBD

Additional for AMR Remote $ per AMR TBD

Additional for Encoder Remote $ per Encoder TBD

New service lines including the | 3/4" $ per Short TBD Less than 50

curb stop (Developer projects Service LF

with unpaved cover)

New service lines including the " $ per Short TBD Less than 50

curb stop (Developer projects Service LF

with unpaved cover)

New service lines including the | 11/2" $ per Short TBD Less than 50

curb stop (Developer projects Service LF

with unpaved cover)

New service lines including the 2" $ per Short TBD Less than 50

curb stop (Developer projects Service LF

with unpaved cover)
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Functional Project Unit Unit Unit Cost Nashua
Area Measuremen Assumptions
t

New service lines including the | 3/4" $ per Long TBD Greater than

curb stop (Developer projects Service S0 LF and

with unpaved cover) less than 100
LF. Assumes
non-
directional
boring is
used.

New service lines including the 1" $ per Long TBD Greater than

curb stop (Developer projects Service 50 LF and

with unpaved cover) less than 100
LF. Assumes
non-
directional
boring is
used.

New service lines including the | 11/2" $ per Long TBD Greater than

curb stop (Developer projects Service 50 LF and

with unpaved cover) less than 100
LF. Assumes
non-
directional
boring is
used.

New service lines including the 2" $ per Long TBD Greater than

curb stop (Developer projects Service 50 LF and

with unpaved cover) less than 100
LF. Assumes
non-
directional
boring is
used.

New service taps (Developer 3/4" $ per Tap TBD

projects non-cover)

New service taps (Developer " $ per Tap TBD

projects non-cover)

New service taps (Developer 12" $ per Tap TBD

projects non-cover)

New service taps (Developer 2" $ per Tap TBD

projects non-cover)

New or replacement service 3/4" $ per Tap TBD

taps

New service taps (Developer . $ per Tap TBD

projects non-cover)

New service taps (Developer 12" $ per Tap TBD

projects non-cover)
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Functional Project Unit Unit Unit Cost Nashua
Area Measuremen Assumptions
t
New service taps (Developer 2" $ per Tap TBD
projects non-cover)
Fittings Based on a schedule. Per

Schedule
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APPENDIX G

CAPITAL IMPROVEMENTS PROJECTS

1. CAPITAL IMPROVEMENT PROJECTS GENERALLY

Capital improvements projects generally consist of major planned projects to improve or
enhance the performance of the Managed Assets. Capital improvement projects are
differentiated from normal Operation, Maintenance and Management Services (OM&M)
described and set forth in Appendix D, and Renewal, Repair and Replacement
Maintenance (RRRM) projects described and set forth in Appendix H.

It is the intent of the parties that the OWNER, in its sole discretion, will negotiate
contracts for completion of Capital Improvement Projects for compensation with VWNA
or with third-party contractors at OWNER’s expense.

Third-party contractors shall be managed by Owner or Owner’s representatives to ensure
that:

(a) Third-party contractors do not impede VWNA’s OM&M of the Managed
Assets, and that they follow security, health, safety and environmental
policies of VNWA and OWNER;

(b) CIPs performed by third-party contractors perform to all applicable
specifications, Applicable Law and Prudent Industry Practice; and

(c) Third-party contractors are responsible for any damage to Managed Assets
and grounds or roads, including clean-up and disposal of any debris from
performance of their CIP scope.

N

CAPITAL IMPROVEMENTS PLAN

A. Initial Plan. VWNA shall prepare an initial Capital Improvements Plan (CIP) as
part of the Transition Services provided in accordance with the Agreement and
Appendix Q, and the data produced in the Condition Study as detailed in
Appendix O.

B. Periodic Updates. As part of the annual fee, VWNA will monitor Managed
Assets 1n order to identify capital improvement projects necessary for the OM&M
as the Managed Assets in accordance with this Agreement. Based on its
monitoring of the Managed Assets, VWNA shall update the CIP annually on a
schedule consist with OWNER’s capital budget cycle to include capital
improvement projects that are required for the OM&M of the Managed Assets in
accordance with the provisions of this Agreement.

C. Contents. The CIP shall include the following:

1. VWNA will identify capital improvement projects necessary for the
OM&M of the Managed Assets in accordance with this Agreement, or in
order to meet prospective operating parameters, such as changes in
regulatory standards.



il

1il.

Capital improvement projects identified in the CIP will be ranked as
provided in the OWNER’s capital improvements planning process but will
include projects with a prospective cost in excess of $10,000. Projects
with a prospective cost in excess of $50,000 will be submitted a format
deemed mutually agreeable to the parties.

Capital improvement projects in the CIP shall include sufficient
information to evaluate each project and a budgetary estimate of its
probable cost.

D. Detailed CIP. As a Supplemental Service, upon written request from the
OWNER, VWNA shall prepare detailed CIP for capital improvement projects to
strengthen or improve performance of the Managed Assets, enhance the
efficiency or for other purposes.

3. EXAMPLES OF CAPITAL IMPROVEMENT PROJECTS
The following are examples of typical capital improvement projects:

Well and well pump rehabilitation.

New or replacement wells and abandonment of old wells.
Driveway and parking lot replacement or complete resurfacing.
Major installation of new water main and appurtenances.

Major replacement or rehabilitation of existing water mains, service lines and
associated appurtenances.

Major modifications, replacements and relocations to facilitate public works
projects.

New or replacement fencing identified as a result of security and safety
audits.

Expansion of safety and/or security systems.
Construction of new pumping station.
Storage tank installations or major repair.
Chemical conversion projects.

Construction of new electrical facilities.

Telecommunications, computer and software systems; except for personal
computers which will be replaced under the annual fee up to a rate of five (5)
per year, after the first year of operations.

Construction of new sludge lagoons.

Installation of new water treatment equipment or technologies.

New and replacement specialized tools, vehicles and heavy equipment.
Complete repainting of facilities, equipment, tanks, etc.

Dam and river intake repairs and rehabilitation.



APPENDIX F

INSURANCE COVERAGE

VWNA SHALL MAINTAIN:

1. Statutory workers compensation for all of VWNA’s employees at the Project
as required by the State of New Hampshire.

2. Comprehensive general liability insurance, insuring VWNA'’s negligence, in
an amount not less than $5,000,000 combined single limits for bodily injury
and/or property damage.

3. Excess liability insurance above the required commercial general liability
insurance above in aggregate amount of $10,000,000.

OWNER SHALL MAINTAIN:

1. Statutory workers compensation for all of OWNER’s employees
associated with the Project as required by the State of New Hampshire.

2. Property damage insurance for all property including vehicles owned by
OWNER and operated by VWNA under this Agreement. Any property,
including vehicles, not properly or fully insured shall be the financial
responsibility of the OWNER. The OWNER’s property damage insurance
shall contain a waiver of subrogation in favor of VWNA.

3. Automobile liability insurance for collision, comprehensive, and bodily
injury. VWNA shall be responsible for liability arising from the operation
of any vehivle by any employee of VWNA not authorized by the Owner.

Each party will cause the other party to be added as additional insured on the above
insurance policies and will require its insurance carrier to provide the other party at least
thirty (30) days notice of the cancellation or non-renewal of such policies. Each party shall
be responsible for ensuring that all subcontractors retained by that party, which are working
at or on the Managed Assets, secure and maintain all insurance coverages (including
worker’s compensation insurance) required by the New Hampshire law in connection with
their presence and the performance of their duties at or concerning the Managed Assets.
VWNA may self-insure reasonable deductible amounts under the policies it is required to



maintain to the extent permitted by law. Each policy shall provide a waiver of subrogation
in favor of the other party.

All policies hereunder shall be written with an insurance carrier licensed to do business in
New Hampshire and having a rating of no less than A-.

VWNA subcontractors shall be subject to the coverages herein or VWNA shall name
them as additional insureds under its policies. In either case, VWNA shall provide
Owner and Risk Manager with appropriate proof of coverage for such subcontractors.
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APPENDIX H

RENEWAL, REPAIR AND REPLACEMENT MAINTENANCE (RRRM)

RRRM MAINTENANCE

(a)

(b)

(c)

(d

(e)

®

As set forth in this Agreement, Renewal, Repair, and Replacement
Maintenance (RRRM) is intended to include all maintenance activities
related to the Managed Assets with a life expectancy greater than one year
except where such maintenance activities have been defined by this
Agreement as OM&M under Appendix D, or as Capital Improvement
Projects under Appendix G. Examples of RRRM projects are outlined
below.

VWNA shall provide all RRRM Services, including renewals, repairs and
replacements considered to be maintenance items, to the machinery,
equipment, facilities, pipes, valves, hydrants and structures constituting
the Managed Assets that are in need of repair or fail during the Term of
the Agreement.

Schedule H-1 set forth the rates and/or prices for performance of the
RRRP work. The rates and/or prices shown in Exhibit H-1 shall be
adjusted annually in accordance with the Service Fee Adjustment Factor
for the Fixed Component of the Service Fee.

No later than 90 days prior to the OWNER’s fiscal year VWNA will
prepare a detailed breakdown and budget for expected RRRM Services to
be provided based upon reasonable efforts and Prudent Industry Practice.
The OWNER will review VWNA’s proposed breakdown and budget and
will approve final RRRM budget 60 days prior to the beginning of the
fiscal year. The OWNER and VWNA will work together to monitor
budget estimates against actual costs and make appropriate adjustments in
order to perform RRRM Services in compliance with this Agreement,
applicable laws and Prudent Industry Practice and, where consistent with
the foregoing, within budgets approved by OWNER.

Except as necessary for unplanned or emergency conditions, RRRM
Services above and beyond the approved RRRM budget will be carried
out only with the approval of the OWNER. For such approval, VWNA
shall submit project details and cost estimates for the additional funding
requirement. As a minimum, the OWNER shall provide the required
additional funding for VWNA to continue to provide customers quality
water service and address emergency needs in excess of the amounts
provided for budget purposes.

The lists of spectfic types of projects in this Appendix are for purposes of
illustration and are not intended to be inclusive.
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2. SOURCE OF SUPPLY (SOS)
RRRM Services shall include the following:
1. Physical inspection of wells and intake structures

2. Cleaning, repairing and rehabilitating wells, well equipment and
related appurtenances

Abandoning wells, well equipment and related appurtenances
4. Replacement of wells, well equipment and related appurtenances

5. New Source of Supply, including all project costs, facilities,
equipment, etc.

6. Repair and maintenance to dams and dam structures

7. Replacement of existing sources of supply facilities including dams
and intake structures

8. Well Head Protection

9. Other projects related to Sources of Supply determined on a case by
case basis.

3. WATER TREATMENT PLANT (WTP)
RRRM Services shall include the following:
1. Regulatory mandated Improvements
2. New plant and/or equipment and all related appurtenances

3. Repair or replace existing plant and/or equipment and all related
appurtenances

4. Replacement or addition of filter media and all related appurtenances
5. The repair or the replacement of water treatment plant equipment

6. Other projects related to WTP determined on a case by case basis.

4 TRANSMISSION & DISTRIBUTION - PUMP STATIONS
RRRM Services shall include the following:

1. Repair or replacement of existing pumps, motors and related
appurtenances

2. Repair or replacement of existing pumps, motors and related
appurtenances with upgraded capacity

3. New Pump Stations and/or equipment and related appurtenances
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4. Repair or replacement of Pump Stations and/or equipment and related
appurtenances

5. Repair or replacement of Pump Station and/or equipment and related
appurtenances with upgraded capacity.

6. Other projects related to Transmission & Distribution — pump stations
determined on a case by case basis.

5. TRANSMISSION & DISTRIBUTION - PIPES AND APPURTENANCES
RRRM Services shall include the following:

1. Responding to and repairing emergency leaks on mains, valves,
hydrants, services and meters.

Thawing and/or repairing frozen mains, services, hydrants and meters.
Replace existing water mains with larger size
Water main lining projects

Replace or rehab. existing water mains with like size

S

New water mains, valves, hydrants and other appurtenances for third
parties

7. New valves

8. Valve Replacements

9. New or Replacement Flow and Pressure Control Valves
10. Hydrant Replacements

11. New hydrants

12. Other projects related to Transmission & Distribution — pipes and
appurtenances determined on a case by case basis.

6. TRANSMISSION & DISTRIBUTION — RESERVOIRS AND TANKS
RRRM Services shall include the following:
1. Tank repairs and painting
2. Replacement reservoirs and tanks
3. New reservoirs and tanks
4

Rehabilitation of Tanks and Reservoirs to include, washdowns, dry
inspections, dive inspections, and chemical treatments

7. CUSTOMER SERVICE
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RRRM Services shall include the following:

1. New Meters

2. Replacement Meters with new meters
3. New Service Lines
4

. Replacement Service Lines

8. INSTRUMENTATION & CONTROLS
RRRM Services shall include the following:
1. New instruments and appurtenances, including all setup costs

2. Repair or replacement instruments and appurtenances, including all
setup costs

3. New controls and appurtenances, including all setup costs

4. Repair or replacement controls and appurtenances, including all setup
costs

5. New Hardware and/or Software for the SCADA or PLC systems

6. Repair or replacement Hardware and/or Software for the SCADA and
PLC systems

7. New communications and appurtenances, including all setup costs

Repair or replace communications and appurtenances, including all
setup costs

9. ELECTRICAL
RRRM Services shall include the following:
1. New electrical facilities
Repair or replace existing electrical facilities
New wiring and appurtenances
Repair or replace wiring and appurtenances
New lighting and appurtenances

Repair or replace lighting and appurtenances

NS w» e WD

New and replacement auxiliary generators

10. CIVILWORKS
RRRM Services shall include the following:
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Civil Works including buildings, parking lots, roads, grounds and
related appurtenances

Rehabilitate buildings and grounds and all related appurtenances
Replace buildings and grounds and all related appurtenances
Replace roofs and all related appurtenances

Painting of buildings and all related appurtenances

Major Repairs to buildings and grounds and all related appurtenances

11. SAFETY & SECURITY
RRRM Services shall include the following:

1.

N kW

Expand security

Expand safety

Expand technology applications
Repair or replace security items
Repair or replace safety items

Repair or replace existing technology

Repair or replace existing computers and software (Excludes
PC's)(Includes SCADA computers, and servers)

New Computers and software

12. VEHICLES, HEAVY EQUIPMENT, ROLLING STOCK, TOOLS

1.

RRRM Services shall include the following: Repairs to vehicles and
Heavy Equipment, other rolling stock and specialized tools.

Replace existing vehicles, heavy equipment, other rolling stock and
specialized tools

Expand fleet of vehicles, heavy equipment, other rolling stock and
specialized tools.

13.  PLANNING & ENGINEERING
RRRM Services shall include the following:

1.
2.

Engineering and construction management for RRRM projects

Engineering evaluations and studies for RRRM projects
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14. MISCELLANEOUS
RRRM Services shall include the following:

1.

Costs related to adding new customers including the meter, service
line and tap

Dismantling and disposing of existing plant and equipment and related
appurtenances

Relocation, replacement and/or modification of a Managed Asset due
to public works projects, etc.

Repair structural problems and failures

Repair or replace a Managed Asset due to natural disaster, terrorism or
other causes

6. Cleanout or repair sludge lagoons and other sludge storage facilities
7. Upgrade existing or construct new sludge lagoons

8.

9. All Property purchased or leased for the operation of the project

Priority Upgrading Works Program

10. All Easements purchased or leased for the operation of the project
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FEE SCHEDULE FOR RRRM MAINTENANCE PROJECTS

The Fee Schedule for RRRM projects performed by VWNA shall be either fixed price or
variable priced based on a schedule of rates. OWNER shall determine at the beginning of
each Contract Year whether to use fixed prices or variable prices going forward. The
fixed price and the variable rates shall be adjusted annually based on the Annual Fee

adjustment in the Agreement.

1.Variable Rate Pricing for RRRMP Projects

Fee Schedule for RRRMP Maintenance
Labor and Equipment Rates for Unplanned Maintenance
Rates per Hour
Labor Costs Regular Premium Other
Plant Maintenance Foreman $51.21 $76.81 -
Plant Maintenance Technician $43.33 $65.00 -
CWS/WQ Systems Technician $38.95 $58.43 --
1&C Technician $50.33 $75.50 -
Chief Operator $46.03 $69.04
Plant Operator $38.95 $58.42
Production Engineer $60.98 $91.47
Plant/Lab Manager $60.98 $91.47
Water Quality Specialist $49.18 $73.77
T&D Working Foreman $45.96 $68.94 -
T&D Field Ser. Tech 1 $38.95 $58.43 --
T&D Field Ser. Tech 2 $43.33 $65.00 --
Dispatcher $43.33 $65.00 --
Planner $45.96 $68.94 -
Equipment Costs
Backhoe - -- $27.00
Dump Truck -- -- $27.00
Compressor -- - $14.00
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Service Truck - - $17.00
Small Equipment (generator, trailer, etc.) - - $5.00
Other Vehicles, heavy equipment and $9.00
specialized tools ‘

¢ Regular hours are normal working hours, Monday through Friday, for non-holiday
periods, and are fully burdened.

¢ Premium Pay is the rate for time and one half paid for Saturday, Sunday and
holiday periods, as wells as for Monday through Friday after normal working hours,
and are fully burdened.

* Materials and Supplies -Materials and supplies used by Veolia Water will be
invoiced as part of the charges for work performed by Veolia Water at a price equal
to the actual cost plus 12%.

* Qutside Services/Contractors - The use of contractors by Veolia Water for
Unplanned Maintenance will be invoiced as part of the charges for work performed
by Veolia Water at a price equal to the actual cost plus 12%.

e Annual Adjustment to Fee Schedule -The Labor and Equipment Costs shall be
adjusted by the Escalator set forth in Section 9.1(B)(2) of the Agreement.
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2. Fixed Pricing for RRRMP Projects

Fixed pricing for the routine RRRM projects shall be negotiated. .

Prices set forth below:

1. Do not include the cost of restoration work (i.e. select and flowable backfill, gravel
and temporary asphalt);

2. Do not include fittings;

3. Assumes the use of copper for service lines less than or equal to 2”;

4. Assumes the use of DI Pressure Class 52 pipe material;

5. Pipe units do not include pipe fittings, appurtenances, materials or installation;

6. Replace all in-place costs, including all labor, straight pipe, installation, equipment,
software issues, and are inclusive of soft costs (e.g., engineering) unless otherwise
noted.

7. Project prices may be singular or additive as appropriate for the units to be installed.
ional . . i .

FUI‘;C::; Project Unit Meas(tjll:::ment Unit Cost Asgf::ll:)l::ms
Source of
Supply
Treatment
Pumping
Transmission Repair water 2" and $ per repair TBD. Over 5 LF of pipe will
and main smaller use the variable
Distribution pricing from
(T&D) Appendix H.
Repair water 3" and 4" $ per repair TBD. Over 5 LF of pipe will
main use the variable
pricing from
Appendix H.
Repair water 6" and 8" 3 per repair TBD. Over 5 LF of pipe will
main use the variable
pricing from
Appendix H.
Repair water 10" and 3 per repair TBD. Over 5 LF of pipe will
main 12" use the variable
pricing from
Appendix H.
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Functional . . Unit . Nashua
Area Project Unit Measurement Unit Cost Assumptions

New or replace 2" and $perLF TBD. 1000 LF minimum

existing water smaller per project. Under

mains under 1000 LF will be

cover priced per job.

(Engineering is

under

Supplemental

Services)

New or replace 3"or 4" $perLF TBD. 1000 LF minimum

existing water per project. Under

mains under 1000 LF will be

cover priced per job.

(Engineering is

under

Supplemental

Services)

New or replace 6" $ per LF TBD. 1000 LF minimum

existing water per project. Under

mains under 1000 LF will be

cover priced per job.

(Engineering is

under

Supplemental

Services)

New or replace 8" $ per LF TBD. 1000 LF minimum

existing water per project. Under

mains under 1000 LF will be

cover priced per job.

(Engineering is

under

Supplemental

Services)

New or replace 10" $ per LF TBD. 1000 LF minimum

existing water per project. Under

mains under 1000 LF will be

cover priced per job.

(Engineering is

under

Supplemental

Services)

New or replace 12" $ per LF TBD. 1000 LF minimum

existing water per project. Under

mains under 1000 LF will be

cover priced per job.

(Engineering is

under

Supplemental

Services)
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Functional . < Unit . Nashua
Area Project Unit Measurement Unit Cost Assumptions

Tapping water 4" $ per tap TBD.
mains
(Includes the
valve)

Tapping water 6" $ per tap TBD.
mains
(Includes the
valve)

Tapping water 8" $ per tap TBD.
mains
(Includes the
valve)

Valve 2" and $ per valve TBD.
Replacements smaller

Valve 3" and 4" $ per valve TBD.
Replacements

Valve 6" $ per valve TBD.
Replacements

Valve 8" $ per valve TBD.
Replacements

Valve 10" $ per valve TBD.
Replacements

Valve 12" $ per valve TBD.
Replacements

Hydrant New $ per hydrant TBD. Add the cost of the
or fittings, valve and
Replacements pipe

Restoration Asphalt $ per Ton TBD.
and Other Pavement
(Paving

machine)

Asphalt $ per Ton TBD.
Pavement
(Hand placed)

Concrete $ per cu. yd. TBD.
Pavement

Asphalt Saw $perLF TBD.
Cutting

Concrete Saw $per LF TBD.
Cutting

Asphalt $per LF TBD.
Curbing

Concrete $ per LF TBD.
Curbing
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Functional
Area

Project

Unit

Unit
Measurement

Unit Cost

Nasbua
Assumptions

Granite
Curbing

$ per LF

TBD.

Sidewalks

$ persq. yd.

TBD.

Seeding and
mulching

$ per sq. yd.

TBD.

Sod

$ per sq. yd.

TBD.

Select backfill
and aggregate

$ per cu. yd.

TBD.

Flowable fill

$ per cu. yd.

TBD.

Temporary
asphalt

$ per sq. yd.

TBD.

Rock removal

$ per cu. Yd.

TBD.

Customer
Service

New meters
with the setter
(Meter box to
be an added
cost)

5/8"

$ per meter

TBD.

Add the cost of the
AMR or encoder.

New meters
with the setter
(Meter box to
be an added
cost)

34"

$ per meter

TBD.

Add the cost of the
AMR or encoder.

New meters
with the setter
(Meter box to
be an added
cost)

lll

$ per meter

TBD.

Add the cost of the
AMR or encoder.

New meters
with the setter
(Meter box to
be an added
cost)

11/2"

$ per meter

TBD.

Add the cost of the
AMR or encoder.

New meters
with the setter
(Meter box to
be an added
cost)

2n

$ per meter

TBD.

Add the cost of the
AMR or encoder.

Curb box for
meter

4!

$ per box

TBD.
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Functional . . Unit < Nashua
Area Project Unit Measurement Unit Cost Assumptions

Replacement 5/8" $ per meter TBD. Add the cost of the
meters (use the AMR or encoder.
existing set
and meter box
would be an
additional
cost)

Replacement 3/4" $ per meter TBD. Add the cost of the
meters (use the AMR or encoder.
existing set
and meter box
would be an
additional
cost)

Replacement 1 $ per meter TBD. Add the cost of the
meters (use the AMR or encoder.
existing set
and meter box
would be an
additional
cost)

Replacement [R VPN $ per meter TBD. Add the cost of the
meters (use the AMR or encoder.
existing set
and meter box
would be an
additional
cost)

Replacement 2" $ per meter TBD. Add the cost of the
meters (use the AMR or encoder.
existing set
and meter box
would be an
additional
cost)

Additional for $ per AMR TBD.
AMR Remote

Additional for $ per Encoder TBD.
Encoder
Remote

Replacement 3/4" $ per Short TBD. Less than 50 LF
service lines Service
including the
curb stop

Replacement " $ per Short TBD. Less than 50 LF
service lines Service
including the
curb stop
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Functional . . Unit . Nashua
Area Project Unit Measurement Unit Cost Assumptions

Replacement 12" $ per Short TBD. Less than 50 LE

service lines Service

including the

curb stop

Replacement 2" $ per Short TBD. Less than 50 LF

service lines Service

including the

curb stop

Replacement 3/4" $ per Long TBD. Greater than 50 LF

service lines Service and less than 100 LF.

including the Assumes non-

curb stop directional boring is
used.

Replacement " $ per Long TBD. Greater than 50 LF

service lines Service and less than 100 LF.

including the Assumes non-

curb stop directional boring is
used.

Replacement 11/2" $ per Long TBD. Greater than 50 LF

service lines Service and less than 100 LF.

including the Assumes non-

curb stop directional boring is
used.

Replacement 2" $ per Long TBD. Greater than 50 LF

service lines Service and less than 100 LF.

including the Assumes non-

curb stop directional boring is
used.

New or 3/4" $ per Tap TBD.

replacement

service taps

New service " $ per Tap TBD.

taps

(Developer

projects non-

cover)

New service 12" $ per Tap TBD.

taps

(Developer

projects non-

cover)

New service 2" $ per Tap TBD.

taps

(Developer

projects non-

cover)
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Functional . . Unit . Nashua
Area Project Unit Measurement Unit Cost Assumptions
Fittings Based Per
on a schedule. Schedule
Traffic TBD.
Officers per
hour
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Assumption

Assumption Detall

Production Flow

The water treatment facility has a rated maximum capacity of
35-MGD and an average daily production of 14.1-MGD.

SCADA The water treatment and distribution system has a fully
functional SCADA system.

Operating Costs The Annual Fee is based upon the system as described by the
2004 PUC Reportand-in-existence-at-the-issuance-of the REP.

Laboratory Cost | VWNA’s Annual Fee assumes all in-house testing and outside

testing as required by current law. A listing of assumed tests
follows this table.

Chemical Cost

The process chemicals provided for in the Annual Fee are based
upon the treatment processes identified in engineering reports of
public record and in the 2002 through 2004 PUC reports.

GIS and
Hydraulic Model

VWNA assumes that the OWNER will provide a fully functional
GIS system compatible with the computerized management
systems and a fully functional calibrated hydraulic model.

Water Quality
and Water
Treatment
Facilities

VWNA assumes that the Facilities are capable of reliably
treating the raw water at the current average and peak demand
while meeting current regulations. Further, VWNA assumes
that all production equipment has been provided preventive and
predictive maintenance and is in industry standard operating
condition.

Water Meters

VWNA assumes that 20% of the meters have AMR.

Computers and
IT Equipment

VWNA assumes that sufficient personal computers (desktops
and laptops including monitors), ready-to-use software
packages, communications capabilities, information technology
and telephone equipment will be provided by the OWNER at
Service Commencement Date to manage the Project.

Replacement of p: 1 computers is included in the Annual
Fee at a rate of up to five per year after the first full year of
operation.

VWNA assumes that the Managed Assets include a
computerized maintenance management system that is
functional and suitable for the Services set forth in the
Agreement.

Taste and Odor

No information on taste and odor problems was provided in the
RFP. Therefore, VWNA assumes that taste and odor is not a
chronic or acute problem and can adequately be controlled with
currently proposed chemical quantities. Chemical treatments
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. -Annual Fee — Assumptions = i

i

Assumption Assumption Detail

within the watershed and pond system have not been included in
our Annual Fee and are assumed to be a supplemental service.

Water Facilities Veolia Water understands that an electronic surveillance system
Security System is installed in the water facilities. We have assumed that the
electronic system as well as other security considerations
comply with Homeland Security recommendations and meet the
requirements of the OWNER without the use of security guards.

Purchased Water | VWNA’s Annual Fee does not include the cost of purchasing
water for delivery to customers.

Sludge Disposal VWNA assumes that sludge disposal from the WTP lagoons, or
other major sludge storage facilities will be performed as a part
of the RRRM.

Treatment Levels | VWNA’s Annual Fee is based on treating an average daily flow
of 14.1 MGD of raw water per day in accordance with the State
and Federal Drinking Water Regulations in effect as of July 1,
2005.

Emergency Plan VWNA assumes that the Managed Assets includes an
Emergency Plan that meets regulatory requirements.

Vulnerability VWNA assumes that the Managed Assets includes a
Assessment Vulnerability Assessment that meets regulatory requirements.

Filter Backwash VWNA assumes that it will have the ability to recycle the filter
backwash water to the raw water at the primary WTP.

Detailed listing of testing the Company assumes will be required:

Microbiology:

Total coliform and E. coli (18-hr. incubation) 1040
Heterotrophic Plate Count only 1040
Cryptosporidium and Giardia 26

(sampling filter included with 1623)
Biological Activity Reduction Tests

Predominate Algae Identification 10
Triazine screen by immunoassay 26
VOCs:

Regulated Volatile Organic Compounds 26
DBPs: |
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[TestType = - | Number of tests/year
TTHMs only 20
HAAS 20
10Cs:

Fluroide 15
Nitrate 15
Nitrite 15
Antimony 15
Arsenic 15
Barium 15
Beryllium 15
Cadmium 15
Chromium 15
Mercury 15
Selenium 15
Thalium 15
Sodium 15
Nickel 15
Lead 15
Copper 15
TOC 15
Method 525.2 Compounds 15
Pesticides by Method 505 15
Herbicides by Method 515.3 15
Carbamates by Method 531.1 15
EDB & DBCP by Method 504 15
Other:
MIB & Geosmin by SPME 8
H 2600
Chlorine (free and total by DPD)(plants) 2600
Chlorine (free and total by DPD)(Dist) 1560
Turbidity (plants) 4368
Turbidity (Dist) 1040
Alkalinity 2184
Total Hardness (as CaCQ3) 728
Iron & Manganese 728
Other anions or cations each 364
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APPENDIX J
Inventory Custody and Management

For the purposes of this Appendix, Inventory refers to those items that are
accounted for as materials and supplies. Typically, these items are items utilized
for the maintenance and repair of the utility plant and consumables that are
purchased in bulk. Inventory includes fuel on hand and capital spares inventory.
Capital spares inventory consists of items which are typically higher cost items
and /or are required to ensure redundancy.

On the Service Commencement Date, the Company shall assume custody of the
Inventory and complete a physical inventory of the items contained therein within
30 days. To the extent the City desires to oversee the inventory, it shall engage a
consultant and bear the cost. Inventory shall be valued on an average cost basis.
The initial Inventory shall be valued at the average price paid by PWW for such
item, or the carrying value, whichever is made available to the Company.

The Company will identify deficiencies to inventories on hand at the Service
Commencement Date to ensure compliance with Applicable Law and Prudent
Industry Standards. The Company will also identify excess or obsolete inventory
as soon as practical after the Service Commencement Date. The City shall fund
inventory level deficiencies; this inventory funded by the City shall increase the
value of the Commencement Date inventory. The City may sell any excess or
obsolete inventories at its discretion. Any reduction in excess or obsolete
inventory shall cause a reduction to the carrying value of the Commencement
Date inventory.

Any modifications to the system which cause an increase to the required
Inventory level to ensure compliance with Applicable Law and Prudent Industry
Standards will be funded by the City. In such case, the Commencement Date
inventory will be adjusted by the amount of Inventory funded by the City. Any
modifications to the system that cause Inventory to become excess or obsolete,
will cause a reduction in the carrying value of the Commencement Date
inventory. Similarly, expired inventory that is rendered obsolete or unusable will
cause a reduction in the carrying value of the Commencement Date inventory.

The Company shall bill Inventory used for RRRM projects to the City per
Appendix H, and shall be responsible for replacing Inventory as required to
appropriate inventory levels.

Capital spares inventory replacements shall be handled as a Capital Project, unless
it is consumed as part of an RRRM project.

Annually, the Company shall inventory the Inventory and supply the OWNER
with a value of the Inventory as of the last day of the fiscal year.
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Upon termination of this Agreement and all renewals and extensions of it, the
physical Inventory value on hand at the date of termination will be compared on a
total cost basis to the adjusted physical Inventory value on hand at the Service
Commencement Date, per adjustments noted above. Any decrease in value will
be reimbursed to the Owner by VWNA, and any increase in value will be
reimbursed to VWNA by Owner.



APPENDIX K
Dispute Resolution
Coordination Committee to be Created.

Time for Appointment, Term of Appointment and Replacement. To facilitate the
timely and effective resolution of any controversy or dispute that may arise under
this Agreement, each Party shall appoint three (3) representatives to serve on a joint
OWNER/VWNA Coordination Committee, within the first thirty (30) days after the
Commencement Date. Written notice of each appointment shall be delivered to the
other Party. Each appointed representative shall serve until resignation, death or
replacement in the absolute and unreviewable exercise of discretion of each
appointing Party. The appointed representatives are subject to change and written
notice of any such change shall be delivered to the other Party.

Purpose. The committee shall meet as often as the circumstances may deem
necessary to resolve controversies and disputes.

Procedure. To the extent VWNA and OWNER cannot, after good faith attempts,
resolve any controversy or dispute that may have arisen under this Agreement
through the Coordination Committee, either VWNA or the OWNER may refer the
matter to mediation, the cost of which shall be bomme equally by the OWNER and
VWNA. To the extent mediation is unsuccessful, either Party may seek resolution of
any dispute or controversy in a court of competent jurisdiction in New Hampshire.

Covenant to Perform. VWNA and OWNER shall continue to perform their respective
obligations under this Agreement, without interruption or slowdown, pending final
resolution of any dispute(s), unless the matter at issue precludes such continued
activity. In particular, OWNER shall pay any disputed invoices during the pendency
of the dispute. If the dispute is resolved in the OWNER'’s favor, VWNA will refund
the finally determined or agreed upon amount within fifteen (15) days of the
determination or resolution.

Survival. This dispute resolution appendix shail survive termination or expiration of this
Agreement.



APPENDIX L
Termination for Convenience Fee

If the OWNER terminates this Agreement pursuant to Section 13.5, the OWNER shall
make the payment set forth below:

Termination | e L
After Contract Date, but prior to Notice to Proceed $800,000
On or after Notice to Proceed, but Prior to Service $900,000
Commencement Date
On the Service Commencement Date or within the first $1,500,000
calendar subsequent to the Service Commencement Date
(“Month 17)
Month 2 $1,478,873.24
Month 3 $1,457,746.48
Month 4 $1,436,619.72
Month 5 $1,415,492.96
Month 6 $1,394,366.20
Month 7 $1,373,239.44
Month 8 $1,352,112.68
Month 9 $1,330,985.92
Month 10 $1,309,859.16
Month 11 $1,288,732.40
Month 12 $1,267,605.64
Month 13 $1,246,478.88
Month 14 $1,225.352.12
Month 15 $1,204,225.36
Month 16 $1,183,098.60
Month 17 $1,161,971.84
Month 18 $1,140,845.08
Month 19 $1,119,718.32
Month 20 $1,098,591.56
Month 21 $1,077,464.80
Month 22 $1,056,338.04
Month 23 $1,035,211.28
Month 24 $1,014,084.52
Month 25 $992,957.76
Month 26 $971,831.00
Month 27 $950,704.24
Month 28 $929,577.48
Month 29 $908,450.72
Month 30 $887,323.96
Month 31 $866,197.20
Month 32 $845,070.44
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Month 33 $823,943.68
Month 34 $802,816.92
Month 35 $781,690.16
Month 36 $760,563.40
Month 37 $739,436.64
Month 38 $718,309.88
Month 39 $697,183.12
Month 40 $676,056.36
Month 41 $654,929.60
Month 42 $633,802.84
Month 43 $612,676.08
Month 44 $591,549.32
Month 45 $570,422.56
Month 46 $549,295.80
Month 47 $528,169.04
Month 48 $507,042.28
Month 49 $485,915.52
Month 50 $464,788.76
Month 51 $443,662.00
Month 52 $422.535.24
Month 53 $401,408.48
Month 54 $380,281.72
Month 55 $359,154.96
Month 56 $338,028.20
Month 57 $316,901.44
Month 58 $295,774.68
Month 59 $274,647.92
Month 60 $253,521.16
Month 61 $232,394.40
Month 62 $211,267.64
Month 63 $190,140.88
Month 64 $169,014.12
Month 65 $147.,887.36
Month 66 $126,760.60
Month 67 $105,633.84
Month 68 $84,507.08
Month 69 $63,380.32
Month 70 $42,253.56
Month 71 $21,126.80
Month 72 and after $0
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APPENDIX O
CONDITIONS ASSESSMENT PROTOCOL

1.0 OVERVIEW

The purpose of this Appendix is to present the protocol and procedures to be followed by the Company and the
Owner, with the assistance of the Owner’s designated representative, to provide a Managed Assets Conditions
Assessment and Managed Asset inventory, to assess the existing condition of the Managed Assets for
quantification of any changes in condition that may, from time to time, occur through the Term and to ensure
that the Company’s OM&M services, in combination with the Owner’s Capital Improvement Program (CIP)
and the Company’s Renewal Repair and Replacement Maintenance Program (RRRM), are adequate to
maintain the Managed Assets in a condition equal to or better than the condition of the Managed Assets as
received at the Commencement Date, less reasonable wear and tear.

The Company will use the existing CMMS asset structure, as received from the Owner after it acquires the
Managed Assets, as the Company’s initial Asset Registry. The Company shall use the initial Asset Registry as
the basis for the Company’s Condition Assessment Report. The Company’s Condition Assessment Report
will be used by the Company, together with the existing CIP (received from the Owner during Managed Assets
acquisition), to develop the Company’s recommended CIP and RRRMP. The Company’s recommended CIP
and RRRMP shall be sufficient, when carried out through the Term, to properly maintain the Managed Assets
as described above. The Owner will take the recommendations of the Company into account as it develops the
Owner’s CIP.

An evaluation of the Company’s Asset Management Plan and its suggested CIP shall be made by the Owner
every 2 years and at the end of Contract Year 6 of the Service Agreement or upon termination of the Service
Agreement, whichever occurs first. The final evaluation shall be carried out at the termination of the
Agreement. The Company shall be required to return the Managed Assets to a condition equal to or better
than the condition of the Managed Assets as of the Commencement Date, less reasonable wear and tear,
provided the Owner has reasonably funded the CIP and RRRMP over the Term.

If the final evaluation of the facilities carried out in Contract Year 6 of the Term, or earlier at termination of
the Agreement, reveals that components included in the Registry have not been properly maintained and have
degraded beyond that which would be expected by normal wear and tear, the Company shall make the
necessary repairs.

The final evaluation shall be completed within 90 days of the beginning of the 6th Contract Year of the Term
of this Agreement or 60 days after notice of the termination of this Agreement.

2.0 THE MANAGED ASSET INVENTORY

The Company shall conduct an inventory and inspection of the existing Managed Assets using the initial Asset
Registry after the Contract Date, but no later than 180 days after the Service Commencement Date, to
characterize the Managed Assets condition and components as of the Contract Date. It is assumed that the
existing CMMS is functional and complete.

The Company shall document by photographs and by written report the condition of all inventoried items,
equipment and facilities and the operational status of all equipment and facilities. The photographs shall be
taken from multiple viewpoints and magnification to sufficiently document the Managed Assets’ existing
condition as they are received by the Company. The Owner’s Oversight Contractor shall accompany the
Company as the photographs are taken. A written report of said inventory, along with photographic
documentation, shall be prepared by the Company, provided to the Owner for review and approval and made
part of this Agreement.
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3.0 CONDUCTING THE MANAGED ASSETS CONDITION ASSESSMENT

3.1 Step 1 - Quantify Managed Asset Condition

This condition assessment shall include a performance and utilization appraisal. The following information
shall be collected for all assets that have a replacement cost >$10,000 including installation.

e Appearance

¢ Functionality

e Description of the asset’s current deficiencies (type and extent);

e Nameplate data (HP, RPM, design parameters, actual performance, etc.)

o Identification of repairs required to correct deficiencies

e Estimate of the cost to complete the identified repairs;

e Asset’s importance and its criticality related to meeting the performance standards set forth in the
Agreement and the protection of public health and safety.

e Company’s reasonable estimate of the asset’s remaining life; and

e Assignment of an overall condition rating.

This protocol shall be carried out for all equipment and structures that can be practically inspected, but shall
NOT entail the disassembly of equipment or excavation of underground utilities or buried assets, nor will it
require the draining of treatment tanks. In such cases, the Asset Condition Assessment shall be established

using the best available information.

The Company shall report a reasonable estimate of the remaining useful life value (in years, rounded to the
nearest whole number) of all the Managed Assets that have a replacement value equal to or greater than
$10,000, including installation, listed in the Asset Registry and are not obsolete or non-functional assets. The
remaining useful life of an asset shall be based upon its reliability to perform its intended function, taking into
consideration the following: ability to meet performance objectives and performance parameters, performance
history, physical condition, availability, replacement costs and maintenance cost history (provided by the
Owner if available at the time of Managed Assets acquisition).

To establish the Asset Condition of the Managed Assets, the Company shall conduct the following (provided
that information is available):

e Perform a visual inspection of the Managed Assets; use human senses to evaluate (containment,
sound, temperature, vibration, leaks of fluid, corrosion of parts, etc.)

e Review information concerning equipment design life, purchase and installation dates, run times and
other records to determine actual useful life of the Managed Assets;

¢ Consult standard references concerning typical useful lives of water treatment equipment;

o Monitor related instrumentation to determine the assets’ physical condition and operational
characteristics;

e Review repair and replacement records, and consult with manufacturers and vendors that may have
been involved in the maintenance of the Managed Assets;

¢ Inspect readily accessible parts and surfaces;
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e Conduct Predictive testing as follows:

¢ Conduct IR thermograph scan of the high voltage electrical systems, HV transformers, and
MCCs

& Conduct vibration signature curve for rotating equipment greater than 75 HP or stand
alone or critical rotating equipment of 25 HP and greater,

& Conduct motor windings testing and insulation integrity looking for short circuits,

The condition of all Managed Assets shall be graded. The Asset Condition shall be graded as follows:

GRADE CONDITION DESCRIPTION
5 Excellent overall condition | Asset fully functional as designed with no visible defects or wear
4 Good overall condition Asset functions as needed for current operating conditions,

visible signs of minor defects, and wear is less than expected

Overall condition: asset functions as needed for current operating

3 Fair conditions, visible sign of moderate defects and expected wear.

Asset operable, but does not function as needed for current
2 Poor overall condition operating conditions: visible signs of major defects, wear is more
than expected and there may be personnel safety issues.

| Asset is non-functional, requires major repair, rebuild or
Inoperable replacement to restore operation

These inspection activities shall be conducted while motor-driven equipment is in operation. Upon completion
of these tasks, the Asset Condition Assessment of the Managed Assets Equipment shall be added to the Asset
Registry.

Upon completion of the estimate of Remaining Useful Life, this information shall be presented to the Owner
for review and approval. The Company shall provide supporting documentation used to assess specific pieces
of equipment or to determine remaining useful life.

3.2 Step 2 — Evaluate Functional Condition of the Managed Assets

All items and equipment included in the Asset Registry with an assessed replacement cost in excess of
$10,000, including installation, shall be subject to a Functionality Evaluation as described herein. This
evaluation shall be performed by the Company and recorded in the Asset Registry. The Company shall
perform all necessary visual evaluations and investigations to determine if the assets operate properly and
perform the function for which they were intended. All such determinations shall be made in consultation with
the Owner or its representative.

All motorized and manually operated equipment, together with electrical equipment, shall be observed by the
Company’s representative and the Owner for proper operation. Pipes shall be checked for overall condition
and visible leakage.

As part of the Functionality Evaluation of these systems and/or sub-systems, each applicable system and/or
sub-system of the Managed Assets shall be placed into one of Four categories. These categories shall be as
follows:
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GRADE FUNCTIONALITY DESCRIPTION
Meets current needs and performance parameters. Shows minor
1 Good to Excellent wear that has.mmlmal impact on performapce. A§set expected to
perform within performance parameters with routine
maintenance.
Functionally sound, but showing wear and diminished
2 Fair performance. Moderate short-term failure risk. Potential for
further deterioration and diminished performance
Asset runs, but not at the desired performance parameters. High
3 Poor, Very Poor risk of short-term failure or failure is imminent. Likely to have
: significant deterioration in performance within 0 to 2 years.
4 Not functional

The results of the Functionality Evaluation shall be formatted as presented below.. For comparative purposes,
a similar evaluation shall be made in year 3 and at the end of Contract Year 6 of this Service Agreement or
upon termination of this Agreement, whichever occurs first.
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The data shall be presented in the following format

Asset Number 03-B

Asset Description Breakers (PS Room)
Year Installed 1974
Cost N/A

Specified Performance
Output (gpm, cfm) N/A
Amp Draw (amps) N/A

Initial Condition and Performance Assessment
Date of Assessment June & July, 2003

Condition Ranking 3
Condition Description

Fair overall condition; asset functions as
needed for current operating conditions,
visible signs of moderate defects and
expected wear.

Output (gpm, cfm) N/A

Amp Draw (amps) N/A

Vibration N/A Year 3 of the Term Picture
Refer to Baseline Thermal imaging Report,

Thermal Imaging USFilter Operating Services, July 2003

Oil Analysis N/A

Ultrasonic N/A

Year 3 of Term Condition and Performance Assessment
Date of Assessment

Condition Ranking
Condition Description

Output (gpm, cfm)

Amp Draw (amps)

Vibration

Thermal Imaging

Oil Analysis

Ultrasonic Year 6 of the Term Picture

Year 6 of Term Condition and Performance As ment
Date of Assessment

Condition Ranking
Condition Description

Output (gpm, cfm)
Amp Draw (amps)
Vibration

Thermal Imaging
Oil Analysis
Ultrasonic

The Functionality Evaluation shall be subject to review and approval of the Owner.
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33 Step 3 — Assess Structural Condition of Managed Assets

All structures that are part of the Managed Assets shall be subject to an initial Structural Assessment as
described herein. A detailed structural analysis shall NOT be required. This evaluation shall be performed by
the Company and recorded in a separate section of the Asset Registry. The Company shall perform the
investigations to determine if the structure assets shall perform the function for which they were intended. All
such determinations shall be made in consultation with the Owner or its Oversight Contractor.

The Company’s Structural Assessment, as defined herein, shall include only a visual inspection using human
senses to evaluate (integrity, loose connections, corroded material presenting safety hazards, evidence of leaks
and animal infestation, rotted wood, spalling concrete, etc.) supported by photographic and video recording of
all of the structures which comprise the systems and sub-systems of the Managed Assets, including, but not
limited to:

e All accessible buildings and concrete structures, both above and visible structures below ground level,
including doors, hatches, stairways, and windows;

¢ Walkways, roads and other paved areas;

e Structural components associated with Managed Assets Equipment (e.g. slabs, pits, supports etc.);

¢ Fencing, drainage structures and utility structures;

¢ Finish system — paint, sealants and other liquid applied finishes; and

¢ Floor, ceiling, roofs and wall systems — tiles, carpeting, raised floors and drop ceilings.
Structures and paved areas shall be checked for structural defects and damage, such as cracks and concrete
deterioration, that could reduce their useful life. Finish systems shall be visually inspected to assure that they
provide adequate coverage and afford the desired protection. Occurrence of flaking, corrosion, rot and

inadequate coverage should be noted. Floor, ceiling, roofs and wall systems should be visually inspected for
excess wear and damages.

As part of the Structural Evaluation of these structures, each structure shall be rated in 1 of 3 categories
utilizing the following criteria:

1. Good to excellent overall condition: asset fully functional as designed with little or no visible
defects or wear or structural defects.

2. Fair overall condition: asset functions as needed for current operating conditions, visible sign
of moderate defects and expected wear.

3. Poor overall condition: asset operable, but does not function as needed for current operating
conditions, or asset is inoperable or asset has visible signs of major defects or wear that is
more than expected and there may be personnel safety issues.

The results of the Structural Evaluation shall be included in a separate section of the Asset Registry. The
results of this evaluation shall be included in tabular form as depicted below.
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Asset Number Asset Description Structural Defect(s) Ranking

EX0010 Foundation Weir Street Building None Good
EX0015 Filter Room Exterior Walls Minor Cracks, No Good

Leaks
EX00020 Stairs to Control Building Severe Wear, Rebar Poor

Showing
EX00062 Coating Clearwell Minor Pealing Good
EX0078 Foundation Operations Building Moderate Cracks Fair

For comparative purposes, a similar evaluation shall be made every 2 years and at the end of year 6 of the
Service Agreement or upon termination of the Service Agreement, whichever occurs first.

The Structural Evaluation shall be performed by the Company and shall be subject to review and approval of
the Owner.

4.0 CAPITAL IMPROVEMENTS PLAN AND REPAIR, REBUILD AND
REPLACEMENT MAINTENANCE PLAN

Based on the information gathered in Steps 2 and 3, the Company shall prepare a recommended CIP and
RRRM plan for all Managed Assets.. The Owner and the Company acknowledge that the CIP and RRRMP
are partly dependent on the Company’s recommended capital improvements and maintenance practices and its
ability to extend the service life of equipment and thus shall be updated at least annually. Both parties
acknowledge that adequate funding and capital investment are needed to ensure that the assets continue to
meet the desired performance and reliability.

As part of the Company’s Asset Management Services, repair, rebuilding and replacement of the Managed
Assets shall be required to restore an asset to the condition required to provide the expected level of service.
Some of these activities shall be provided by the Company as routine maintenance while others shall be
included in the Company’s RRRMP and CIP. Once the asset inventory and assessment of impact of
equipment non-performance data have been collected, the CIP and RRRMP shall define the required work to
restore an asset to a condition that is equal or better than the condition that existed as of the Service
Commencement Date. Repair, rebuild and replacement decisions shall depend on the asset’s performance,
condition of the asset, the economics of operating the asset, the probability of asset failure and the asset’s risk
of becoming obsolete.

The requirements for the Company’s Capital Improvements Plan are presented in Appendix G. The
requirements for the Company’s Repair, Rebuild and Replacement Maintenance Plan are presented in
Appendix H.
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COMPANY CONDITION ASSESSMENT REPORT (CAR) DELIVERABLES

The Company’s activities and deliverables are as follows:

6.0

Conduct initial project kick-off meeting between the Company’s evaluation team and Owner’s
Oversight Contractor personnel to discuss the approach;

Evaluate and train the Company’s local operations and maintenance staff as required to use the
CMMS inventory management system and Data Collection Form;

Target inspection teams with the requisite expertise, conduct site inspections and conduct initial
condition assessments, including performance and utilization appraisals of equipment that have an
estimated replacement value in excess of $10,000 including installation ;

Review existing historical records and data files including, at a minimum, engineering reports,
financial records, original contract documents or maintenance records;

Identify deficiencies in the system, and where it would be appropriate to improve inventory levels to
meet Prudent Industry Practice; (include in CAR)

The initial Asset Registry, as annotated during the conduct of the Conditions Assessment; (include in
CAR)

A written report of the current condition of all inventoried items, equipment and facilities, and the
operational status of all equipment and facilities that contains the photographs taken during the
Condition Assessment inspection; (include in CAR)

A report of the market value of inventoried items not part of the Company’s RRRP; (include in CAR)

A listing of Asset deficiencies that will identify Assets that will need to be repaired or replaced to meet
applicable regulatory requirements and industry standards;(include in CAR)

Based on the Company’s experience base, provide a “reasonable guess” as to the remaining useful life
of a particular Managed Asset; (include in CAR)

An equipment functionality audit as described within; (include in CAR)
A structural condition audit as described within; (include in CAR) and

A summary of potential risk of failure for Managed Assets. (include in CAR)

REPORTING AND UPDATES

The Company shall update the Registry once per Contract Year, at the end of the Owner’s Fiscal Year. At any
time during the Contract Year, all newly added assets shall be entered in the Registry together with their
evaluation designators, installation date, and installed cost. All assets that are removed from the Managed
Assets as the result of the Capital Improvements being brought on line shall be deleted from the Registry if
they are removed from the site for disposal. Assets that are removed from service but left on site shall
continue to be shown in the Registry as “obsolete”. These assets shall be designated as not included in the
evaluations. The Company shall provide the Owner a computer-readable form of all updated Registry listings
along with a written summary of the changes made in the Registry since it was last updated.
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TRANSITION SERVICES
1.0 TRANSITION SERVICES: GENERAL

The transition services in this OM&M Agreement are to provide for the necessary one-time
activities and costs related to the transfer of Pennichuck Water Works to the Owner. The intent
of this work scope is to provide for a smooth, uninterrupted transition of service from
Pennichuck to the City of Nashua, without disruption of the service, and the orderly transition of
accounts, credit necessities, approvals, payments and withdrawals, and emergency services.
Transition services are further designed to provide for an orderly transfer and disposition of data,
facts, figures, information, plans, IT facilities, computer programs, records, historic information,
materials, equipment, buildings, land, property, and any other things necessary to provide the
OM&M of the Managed Assets, with supplemental services as required.

2.0  OBJECTIVES OF TRANSITION

The Company will create and appoint a transition team of Company managers and professionals
including technical, environmental, health, safety and security, human resource, production, field
service, community affairs, laboratory and quality assurance, asset management and capital
project management experts to provide defined transition deliverables to the City and;

¢ Hire qualified and certified operators and other employees.

e Provide safe and reliable water to customers.

¢ Provide for the security of water assets.

¢ Respond to and monitor customer needs.

o Establish working relationships with City officials, vendors, regulatory agencies,
community organizations and new customers.

e Identify current savings possibilities for the City and future potential savings
opportunities from modifications.

¢ Inventory and assess asset condition.

¢ Provide recommendations for any improvements needed.

e Assist the City in identifying gaps in data, information, and IT systems being offered by
Pennichuck.

3.0 TRANSITION SERVICES

3.1 Anticipated transition services, as part of the transition fee, are, in general,
expected to be the following:

A. Develop a transition organization.

B. Prepare a detailed scope of services necessary for the transition
organization to implement.
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Execute a detailed staffing plan, including positions, compensation,
benefits, and a recruitment program.

Identify IT gaps from Pennichuck.

Execute the transition deliverables detailed in Section 4 below.

3.2 Anticipated transition services as part of supplemental services are expected to be
the following:

A.

Develop detailed plans for addressing the gaps identified in the data,
information, and IT systems identified by Pennichuck Water Works.

. Implement IT plans in A above.

Prepare operational plans for the consolidation of all activities by Veolia
to the treatment plant site or the Will Street building site, including IT
requirements,  telecommunication  requirements, and SCADA
requirements. Also, recommend any modifications to the Will Street
facilities and building structures necessary to house and implement the
transition and OM&M services for the Managed Assets.

Improvements to the capital accounting systems of Pennichuck Water
Works and/or assist in the orderly transition of these systems to the City of
Nashua.

Review the escrow accounts and the contribution in aid of construction
accounts provided by Pennichuck Water Works and assist in the orderly
transfer of these account systems to the City of Nashua.

Prepare and implement transition dates for the discharge of duties of
Pennichuck Water Works.

COMPANY TRANSITION DELIVERABLES

. Within thirty (30) days after the Service Commencement Date, the Company shall submit

a preliminary review of the Emergency Preparedness Response Plan previously
maintained by the former operator of the Managed Assets.

Within one-hundred and eighty (180) days after the Service Commencement Date, the
Company shall review and update the Vulnerability Assessment and the Emergency

Preparedness

Response Plan and report to the Owner on the completeness and

appropriateness of these programs and any measures that were not implemented prior to
the Service Commencement Date. The Company shall conduct its review of the
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Vulnerability Assessment and the Emergency Preparedness Response Plan for the

Managed Assets in accordance with regulatory requirements. If documents and plans

require significant modifications and additions, this work will be performed by the
Company under supplemental services.

. Within thirty (30) days after the Service Commencement Date, the Company will provide
a physical inventory of the Owner’s parts, tools, vehicles, and equipment in use at the
Managed Assets and a general statement as to the condition of each vehicle or piece of
equipment.

Within thirty (30) days after the Service Commencement Date, the Company will provide
Owner with a physical inventory of chemicals and other consumables on hand at the
Managed Assets. The Company will provide the Owner with the same quantity of
chemicals or equivalent upon termination of this Agreement. The inventory will include
the following:

¢ The number, or as applicable, the quantity of such inventory.
¢ Detailed description of the inventory.

¢ The condition of the inventory.

¢ The monetary value of the inventory on an aggregate basis.

As service requirements are developed, analysis of materials and parts necessary, not
only for recurring service but for anticipated corrective service will be determined and
compiled, which will permit a programmatic approach to developing an integrated set of
spare parts and establishing an appropriate inventory.

. Within ninety (90) days after the Service Commencement Date, the Company shall
submit a report to the Owner describing available automatic meter reading (“AMR”)
systems, a cost benefit analysis of the alternatives and a recommendation.

Within one-hundred and eighty (180) days after the Service Commencement Date, the
Company will provide a report as to the condition of the fixed assets of the Owner’s
Managed Assets. The Company will make recommendations to the Owner regarding the
need, if any, for Owner to rehabilitate, expand, or modify the Managed Assets to comply
with governmental safety regulations applicable to the Company’s operations hereunder
and federal regulations promulgated pursuant to the Americans with Disability Act
(“ADA”). Owner will be responsible for including ADA and safety needs in the Owner
CIP as recommended by the Company.

. Within one-hundred and eighty (180) days after the Service Commencement Date, the
Company shall provide Owner with a listing of recommended capital improvements that
the Company believes will be required for the Managed Assets.
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Within eighteen (18) months after the Service Commencement Date, the Company shall

submit a Conservation Plan to the Owner on measures that can be implemented to
conserve water and water resources within the Managed Assets.

No less than thirty (30) days prior to the Service Commencement Date, the Company
shall submit to the Owner a draft Maintenance Plan, incorporating the elements of this
Agreement.

Within ninety (90) days after the Service Commencement Date, the Company shall
submit to the Owner a final Maintenance Plan reflecting changes required by conditions
not previously known to the Owner or the Company. The plan shall include the details of
directional flushing to be performed.

During the transition phase, the Company Safety Program will focus on establishing a
general understanding of all safety-related requirements. In the first six months after
commencement, safety training will be delivered by the Company on-site EHS&S
Coordinators and will focus on those areas identified by the Company “training needs
assessment.” This assessment will cover all areas of training needs, including operations,
maintenance, and management.

The Company will conduct a thorough safety audit within one year of the
Commencement Date. The Company will outline all required operational changes, safety
equipment purchases, and Capital Improvements needed to meet the requirements of the
safety audit. The Company will use this information as a basis for the Managed Assets
specific safety program.

Within ninety (90) days after the Service Commencement Date, Veolia shall submit a
report to the Owner assessing the immediate functionality and longer term viability of the
existing Managed Assets computerized maintenance management system in accordance
with Appendix D.

During the first twenty-four (24) months following the Service Commencement Date,
Veolia shall perform and provide to the Owner a watershed evaluation. In performing the
watershed evaluation, Veolia will coordinate with stakeholders and communities to
identify and prioritize study needs. The final scope of the watershed evaluation will be
determined after meeting with all the stakeholders. The watershed evaluation will
include as a priority the performance of baseline water quality and flow testing of
primary surface water supplies and their tributaries. The watershed evaluation shall also
include recommendations for the improvement of raw water quality and supply.



