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STATE OF NEW HAMPSITIRE 
BEFORE THE 

NEW HAMPSHIRE PUBLIC UTILITIES COMMISSION 

Re: Aquarion Water Company of New Hampshire 

Verified Petition for Ap~roval of the Acquisition of Aquarion Companv 
bv Macquarie Utilities Inc. 

Aquarion Water Company of New Hampshire ("Aquarion-NH) and Macquarie 

Utilities, Inc. ("Macquarie" or "MUI") (together, the "Joint Petitioners") hereby file this 

petition requesting that the New Hampshire Public Utilities Commission (the 

"Commission"), pursuant to the provisions of RSA 369:8,II and RSA 374:33, approve the 

indirect acquisition of Aquarion-NH by MUI. The proposed acquisition will be 

accomplished through the sale by Kelda Group Inc. of all of the outstanding shares of the 

common stock of Aquarion Company, the parent of Aquarion Water Company which in turn 

is the parent of Aquarion-NH, to Macquarie Utilities Inc. This transaction will result in "no 

net harm", and in fact will be beneficial to the customers of Aquarion-NH, and therefore, the 

proposed transactions meet the public interest standard embodied in RSA 369:8,II and RSA 

374:33. In support thereof, the Joint Petitioners state the following: 

The Parties 

1. Aquarion-NH is a New Hampshire corporation and a public utility as defined 

in RSA 362:2, with a principal place of business in Hampton, New Hampshire. Aquarion- 

NH serves approximately 8,700 customers in the Towns of Hampton, North Hampton, and 

Rye, New Hampshire. 

2. Aquarion Company ("Aquarion") is a Connecticut corporation with a 

principal place of business in Bridgeport, Connecticut. Aquarion is a holding company that 



owns 100 percent of the common stock of Aquarion Water Company who owns 100% of the 

common stock of Aquarion-NH, as well as the stock of water utilities in other jurisdictions. 

Aquarion is owned by Kelda Group, Inc., which is a wholly owned subsidiary of Kelda 

Group plc., a public limited company organized under the laws of England and Wales. 

Neither Aquarion, Kelda Group, Inc. nor Kelda Group plc are public utilities as defined by 

RSA 362:2. 

3. Macquarie Utilities Inc. is a Delaware corporation and a member of the 

Macquarie group, which is comprised of Macquarie Bank Limited and its subsidiaries, h d s  

and affiliates. MU1 is controlled by two investment entities, Macquarie Infiastructsire 

Partners ("MIP") and Macquarie Utilities, LP ("MULP"), which will provide the equity for 

the transaction. MIP, an infi-astructure fund managed out of Macquarie U.S.A.'s New York 

offices, has raised an initial $669 million1 and is in the process of raising significant 

additional funds. The Aquarion transaction will be MIP's first investment, to which it will 

contribute approximately $165 million of equity. MULP will contribute approximately $135 

million of equity to the Aquarion transaction. MUI, pursuant to shareholder agreements with 

MIP and MULP2, will be controlled by Macquarie managed entities. 

4. The Macquarie group has significant experience managing, operating, and 

investing in a diversified group of infiastructure businesses, including water companies, 

natural gas companies, and electricity transmission companies. The Macquarie group is one 

of the world's largest global investors and managers of infiastructure assets with a record of 

proven service delivery and over $24 billion of infrastructure and infrastructure-like equity 

' $1 10 million is pending h4IP's first Employee Retirement Income Security Act compliant Ventwe 
Capital Operating Company Investment. 

' Once finalized, copies of the shareholder agreements will be filed with the Commission. 



currently under its management. Through its investments, the Macquarie group is 

responsible for servicing customers in the following sectors around the world: 

Gas distribution 3.8 million households 

Water 1.9 million households 

Electricity distribution 550,000 households 

Electricity transmission Approximately 3 million people 

Airports 1 10 million passengers per year 

Toll Roads Approximately 2.4 million cars per day 

Rail 2.5 million people per year 

5. In North America, the Macquarie group's infrastructure asset portfolio 

includes investments in Cardinal Power, Thermal Chicago (District Energy), The Gas 

Company, Altalink, the Detroit-Windsor tunnel, Chicago Skyway, Dulles Greenway, Icon 

Parking, Indiana Toll Road3, the Sea-to-Sky Highway Improvement Project and South Bay 

Expressway. In addition, the Macquarie group's global portfolio includes significant water 

investments, such as South East Water in the United Kingdom and Prospect Water in 

Australia. Together these two companies provide water for over 1.9 million households. 

The Transaction 

6. On February 24,2006, Kelda and MU1 entered into a stock purchase 

agreement for the sale of Aquarion Company ("SPA"). A copy of the SPA is attached as 

Exhibit 1 to this Petition. Pursuant to the SPA, Kelda will sell to Macquarie all the issued 

' Subject to financing and customary closing arrangements, including regulatory approvals. 



and outstanding shares of common stock of Aquarion (the "Sale''). At the completion of the 

Sale, Aquarion will be wholly owned by entities that are managed andlor controlled by the 

Macquarie group. A copy of the organizational structure of Aquarion prior to the Sale is 

attached as Exhibit 2, while a post-Sale organizational chart is attached as Exhibit 3. As 

demonstrated by Exhibit 3, Aquarion-NH will continue, unchanged, as a subsidiary wholly 

owned by Aquarion, with no change to its organizational structure post-Sale. The only 

change that will occur will be the change in control of Aquarion from Kelda to MUI. 

7. Pursuant to the SPA, Aquarion's stockholders will vote on the approval of the 

stock purchase agreement with MUI. The proposed transaction is also subject to the waiting 

period applicable to the transaction under the Hart-Scott-Rodino Antitrust Improvements Act 

of 1976 having been terminated or expired4, and regulatory approvals fi-om the New York 

Public Service Commission and the Connecticut Department of Public Utility Controls. 

Aquarion-NH and MU1 seek approval of this transaction to become effective no later than the 

fourth quarter of 2006. 

The Standard for A~proval in New Hampshire 

8. In New England Electric System, DE 99-035, Order No. 23,308 (1999) ("New 

En~land Electric"), the Commission stated that the mandate in RSA 36923, which requires 

that acquisitions will "not adversely affect the rates, terms, service, or operation of the public 

utility within the state" embodies the same standard reflected in RSA 374:33, which 

authorizes the Commission to approve acquisitions that are "lawful, proper and in the public 

' It is expected that the Hart-Scott-Rodino Act filing will be submitted to the Federal Trade 
Commission and the Department of Justice on or around June 23,2006. The waiting period will 
therefore expire 30 days from the date of that filing, unless previously extended or terminated early. 

In addition to Aquarion-NH, Aquarion Company owns Aquarion Water Company of New York, 
Aquarion Water Company of Sea Cliff, and Aquarion Water Company of Connecticut. 



interest." New England Electric. slip OD. at 16. Thus, proposed acquisitions must meet a "no 

net harm" test in order to be approved by the Commission. Id. The Commission stated that, 

in applying the no net harm test, it must "assess the benefits and risks of the proposed merger 

and determine what the overall effect on the public interest will be, giving the transaction . - . 
approval if the effect is at worst neutral from the public interest perspective." Id. 

Accordingly, the Commission's standard will be met where an applicant for approval of an 

acquisition demonstrates that customers would be no worse off with the acquisition than 

without the acquisition. Pursuant to the Commission's findings in New England Electric, the 

Joint Petitioners file herewith a proposal that meets and exceeds the Commission's no net 

harm standard, and thus seeks its approval. 

The Effect of the Sale on Aquarion-NH and its Customers 

9. The Sale will result in no net harm to Aquarion-NH's customers. Aquarion- 

NH's management structure will remain in place and as a result, will remain aware of and 

responsive to local issues and will maintain the high quality of service currently provided to 

customers. The pre and post-Sale organization structure of Aquarion-NH is reflected on 

Exhibit 4. Importantly, the Sale will not result in any change in rates or other terms of 

service for Aquarion-NH's customers. In short, on a day-to-day basis, Aquarion-NH's 

customers will continue to interact with the same staff of Aquarion-NH that it does today, 

and will continue to receive utility service on the same terms and conditions as provided by 

' Aquarion-NH when it was controlled by Kelda. 

10. The Macquarie group, which is comprised of Macquarie Bank and its 

worldwide subsidiaries, funds and affiliates, provides specialist investment advisory and 

financial services, including hnd and investment management in select markets around the 



world, with over 8,200 staff in 24 countries. Macquarie Bank has a Standard & Poors credit 

rating of A and a Moody's credit rating of A2 (long-term). 

11. The Macquarie group is a global leader in the infrastructure sector, with 

recognized strength in both infiastructure funds management and infiastructure advisory 

services. The funds management division of the Macquarie group, IB Funds, manages $24 

billion global equity investment portfolio, which includes investments in over 90 assets in 20 

countries, including the United States, Canada, Australia, South Korea, the United Kingdom, 

Gennany, Sweden, Belgium, Denmark, Portugal and Italy. 

12. Access to capital markets is one of the key factors of successfil infrastructure 

management. The Macquarie group's inhstructure advisory business will play an important 

role in identifying potential opportunities to achieve a more efficient capital structure, 

through: 

Arranging additional debt facilities to enable further investment in existing 

infrastructure; 

Arranging additional financing such that Aquarion may grow via acquisitions; and 

Refinancing existing debt. 

13. Given the Macquire group's significant experience owning, managing and 

investing in infrastructure, including distribution utilities, MU1 brings to the transaction the 

requisite technical, financial, and managerial competence. The Macquarie group employs 

former regulators and utility executives who will be available to consult with and oversee 

operation of Aquanon-NH through Macquarie group's office in New York City. 

14. Aquarion-NH's customers will receive the benefit of an investor who is 

attracted to long-term stable returns and is willing to invest the capital into the systems that it 



owns, combined with a locally-based management team that has an established record of 

providing strong customer service. Specifically, Aquarion-NH 's customers will benefit from 

MUI's ability to fund needed capital additions to meet ever increasing federal and state 

standards governing drinking water and to maintain and improve customer service through 

access to internal and external sources of capital. In sum, MU1 has the experience, the 

investment philosophy and the access to capital to be an effective, long-term manager of 

Aquarion-NH's assets. 

15. In addition, the Sale will not have an adverse effect on rates, terms, service or 

operation of Aquarion-NH for at least the following reasons: 

A. The corporate structure of Aquarion-NH will not be affected by the 

Sale. In addition, the tariffs, rates and regulations of Aquarion-NH 

will not change or be amended by the Sale. 

B. The assets, including rate base, of Aquarion-NH will not be altered by 

the Sale." In piirticular, MU1 is not proposing to record an acquisition 

premium on the books of account of Aquarion-NH as a result of the 

Sale. 

C. Aquarion-NH will continue to be managed locally. 

D. The Sale will provide Aquarion-NH's customers with the benefit of 

the expertise and resources of MUI, including access to capital. 

16. MUI's indirect acquisition of Aquarion-NH will not have an adverse impact 

on the rates, terms, service and operations of Aquarion-NH and through a shared 

commitment and support will enable Aquarion-NH to improve its already excellent 

operations and service. Therefore, MUI's acquisition of Aquarion-NH clearly will result in 

no net harm to Aquarion-NH's customers. For these reasons, Aquarion-NH and MU1 request 

As described later in the Petition, the Joint Petitioners are requesting that a regulatory asset be 
established to address certain post-retirement benefits. This will not have an impact on rates. 



that the Commission approve the Sale to be effective no later than the end of the fourth 

quarter of 2006. 

Pension and Post-Retirement Obli~ations 

17. Aquarion currently calculates its pension and post-retirement benefit 

("OPEB") costs pursuant to the requirements of SFAS No. 87, Employee Accounting for 

Pensions, and SFAS No. 106, Employers ' Accounting for Post-Retirement Benejts Other 

Than Pensions, respectively. This method of calculating pension and OPEB expense is also 

recognized for rate-making purposes. As such, all prior service costs and gains and losses 

are amortized through expense over time and recognized in future rates. 

18. According to generally accepted accounting principals ("GAAP"), this 

acquisition must be accounted for pursuant to the provisions of SFAS No. 141, Business 

Combinations, and requires the fair value of the assets and liabilities associated with the 

pension and OPEB benefit obligations be reflected in Aquarion-NH's financial statements at 

acquisition. All previously unrecognized gains and losses, prior service costs and transition 

obligations must be recognized currently. Because Aquarion-NH is subject to the provisions 

of SFAS No. 71, Accounting for the Efects of Certain Types of Regulation, and will collect 

these amounts in its rate-making prospectively, it proposes to record a corresponding 

regulatory assefliability equal to the amount necessary to adjust its financials to reflect the 

fair value required by the standards. 

19. It should be noted that this accounting is intended to comply with the 

provisions of generally accepted accounting principles, but will not impact rate-making or 

the level of pension or OPEB expense recorded prospectively. As the pension and OPEB 

costs reflect the amortization of unrecognized costs prospectively (as it has historically 



done), Aquarion-NH will reduce the assetlliability recorded in purchase accounting along 

with a corresponding amount of the regulatory assetlliability, with no net impact on 

Aquarion-NH's results of operations. There is no required adjustment in ratemaking to 

reflect any of this accouhting on the costs to be recovered or amounts on which Aquarion- 

NH has requested a return. 

20. The exact amount of pension and OPEB assefliability with the offsetting 

regulatory assetlliability will be determined as of the closing date of the Sale. If the 

calculation was performed at December 3 1,2005, it would have resulted in a pension 

regulatory liability of approximately $61,000 and an OBEB regulatory asset of 

approximately $587,000. For these reasons, Aquarion-NH requests that the Commission 

authorize it to record a corresponding regulatory assetJliability equal to the amount necessary 

to adjust its financials to reflect the fair value of its pension and post-required benefits as 

required by applicable accounting standards. 

WHEREFORE, the Joint Petitioners respectfilly request that the Commission: 

a. Determine that the proposed indirect acquisition of Aquarion-NH by MUI, 

which will be accomplished through the acquisition of Aquarion Company by 

MUI, will result in "no net harm" to the customers of Aquarion-NH; 

b. Approve the above-described transactions as filed in accordance with RSA 

369:8,II(b)(2), or, alternatively, RSA 374:33; 

c. Issue an order authorizing Aquarion-NH to record a corresponding regulatory 

assetlliability equal to the amount necessary to adjust its financials to reflect 

the fair value of its pension and post-required benefits as required by 

applicable accounting standards; and 



d. Issue such other and further orders as may be just and reasonable and 

consistent with the public interest. 

Respectfully submitted, 

JOINT PETITIONERS: 

AQUARION WATER COMPANY OF NEW 
HAMPSHIRE 
MACQUARE UTILITIES INC. 

By Their Attorneys, 

MCLANE, GRAF, RAULERSON & 
MIDDLETON, P.A. . 

Date: June 3 2006 . By: 
?&even V. Camerino, Esq. 
Sarah B. Knowlton, Esq. 
15 North Main Street 
Concord, NH 03301 
(603)226-0400 - Telephone 
(603)230-4448 - Facsimile 

I, Charles V. Firlotte, President and Chief Executive Office, Aquarion Company, 
being first duly sworn, hereby depose and say that I have read the foregoing Verified 
Petition, and the facts alleged therein are true to the best of my knowledge and belief. 

Dated: FF~L dw - . .- . . . . 
Charles V. Firlotte 

STATE OF CONNECTICUT 
COUNTY OF FAIRFIELD 

Sworn to and subscribed before me this \ Yfh day of June, 2006. - 

My Commission Expires: ELlZABETH CAMERINO-SCHULTZ 
. 

NOTARY PUBLIC 
My ~ s s S S m  Expires. Eebnrary 28,2007 



I, Christopher Leslie, Chief Executive Officer, Macquarie Infrastructure Partners Inc-, 
being first duly sworn, hereby depose and say that I have read the foregoing Verified 
Petition, and the facts alleged therein are true to the best of my 

Dated: 

COUNTY oF OF !E%!E 
Sworn to and subscribed before me this Ibt' day of June, 2006. 

My Commission Expires: 
ANDREA M. BlNKLN 

lkdary Public - State of Missouri 
County of Cob 

My CMunission Expires Feb. 17.2007 



Certificate of Service 

I hereby certify that a copy of this Petition has this day been sent by electronic mail to 
F. Anne Ross, Esq. 

Dated: ~un& 2006 
'-Sarah B. ~nowlton, 'Esq. 
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EXHIBIT 1 

STOCK PURCHASE AGREEMENT 

STOCK PURCHASE AGREEMENT (together with the Schedules and Exhibits. this Agreement) 
dated as of February 24.2006. 

BEWEEN: 

(I) KELDA GROUP INC.. a Delaware corporation (Seller); and 

(2) MACQUARIE UTILITIES INC., a Delaware corporation (Purchaser). 

WHEREAS: 

Purchaser desires to purchase fmm Seller. and Seller desires to sell to Purchaser, all of the issued 
and outstanding shares of common stock. par value U.S.$O.OI per share (the Sham). of 
Aquarion Company. a Delaware corporation (Company). for the consideration and on the tms 
and subject to the conditions set forth in this Agreement; and 

Concurrently with the execution and delivayof this Agreement, and as a condition to Purchaseh 
willingness to enter into this Agreement, Kelda Gmup plc. a public limited company organized 
under the laws of England and Wales and indirect parent of Seller (Kelda), has agreed to fully 
and unconditionally guarantee the representations. warranties, covenants and other obligations of 
Seller set forth in this Agreement (the Kelda Guarantee), which Guarantee is set forth as 
Exhibit B. 

ACCORDINGLY, the parties agree as follows: 

1. PURCHASE AND SALE OF SHARES: REPAYMENT OF INTER-COMPANY LOAN; 
CLOSING 

1.1 Purchase and Sale of the Shares; Repayment oflnter-Company Loan 

On the terms and subject to the conditions of this Agreement, at the Closing (as defined below). 
(a) Seller shall sell, assign, transfer and deliver to Purchaser. and Purchaser shall purchase from 
Seller, the Shares for an aggregate purchase price of U.S.$615 million (the Purchase Price). 
payable as set forth in Section 1.3(e) and (b) Purchaser shall pay to Kelda, on behalf of Company. 
the sum of U.S.SI0 million (the Repayment Amount) as payment in full for all amounts owing 
and due fmm Company under the Inter-Company Loan Agreement, dated as of February 6,2006. 
by and between Company and Kelda (the Inter-Company Loan). in the manner set forth in 
Section 1.3(d). The purchase and sale of the Shares is referred to in this Agreement as the 
Acquisition. Upon (i) such delivery. (ii) payment for the Shares and (iii) either (A) indorsement 
of ce~tificates representing the Shares to Purchaser or (B) registration of such cemficates by 
Company in the name of Purchaser, and assuming Purchaser has not theretofore received any 
"notice of adverse claim" within the meaning of Section 8-105 of the Delaware Uniform 
Commercial Code (UCC) with respect to the Shares. Purchaser shall be a "pmtected purchaser" 
(within the meaning of Section 8-303 of the UCC) of the Shares and shall have acquired 
ownership of the Shares free and clear of any adverse claim. 

1.2 Closing Date 

On the terms and subject to the conditions of this Agreement, the Acquisition shall take place at a 
closing (the Closing) to be held at the offices of Allen & Overy LLP. 1221 Avmw of the 
Americas. New York, New York 10020 (or at such other place as the parties may agree). at 10:OO 
a.m.. local time. on the second day that is not a Saturday. Sunday or other day on which banks are 
required by Applicable Law (as defined below) to be closed in The City of New York following 
the satisfaction (or, to the extent permitted. the waiver) of all conditions set forth in a 
(other than such conditions that are to be satisfied at the Closing. but subject to the satisfaction or 
waiver of such conditions) or at such other time and date as the pames may agree. The Closing 
shall be effective as of 1159 p.m. local time in New York, New York on the date of the Closing. 
and such date is referred to in this Agreement as the Closing Date. 

1.3 Transactions to be EfTected at the Closing 

At the Closing: 

(a) Seller shall deliver or cause to be delivered to Purchaser certificates representing the 
Shares duly endorsed in blank or accompanied by stock powers duly executed and in a 
form reasonably satisfactory to Purchaser, with appropriate transfer tax stamps. if any. 
affixed; 

(b) Seller shall deliver or cause to be delivered to Purchaser a certificate duly executed on 
behalf of Seller as described in Sections 6.2(a) and 6.20; 

(c) Seller shall deliver to Purchaser a duly executed receipt for the Purchase Price and for the 
Repayment Amount, together with the Inter-Company Loan and a letter from Kelda 
indicating that the Inter-Company Loan has been repaid in full; 

(d) Purchaser shall deliver to Seller payment, by wire transfer to a bank account designated 
in writing by Seller (such designation to be made at least five days prior to the Closing 
Date). in immediately available funds in an amount equal to the sum of the Purchase 
Price plus the Repayment Amount; 

(e) Purchaser shall deliver or caw to be delivered to Seller a certificate duly executed on 
behalf of Purchaser as described in Sections 6.3(a) and 

(f) Seller shall deliver or cause to be delivered to Purchaser the resignations, effective as of 
the Closing. of those officers and directors of Company and the Subsidiaries (as defined 
below) as shall have been designated in writing prior to the Closing by Purchaser to 
Seller pursuant to Section 5.12; and 

(g) Seller shall deliver or cause to be delivered to Purchaser a cemficate duly executed on 
behalf of Purchaser as described in Section 6.21d). 

2. REPRESENTATIONS AND WARRANTIES REGARDING SELLER AND THE SHARES 

Seller hereby represents and wanants to Purchaser that, except as set forth in the Disclosure 
Schedule dated as of the date of this Agreement and delivered by Seller to Purchaser (the Seller 
Disclosure Schedule): 
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2.1 Organization; Power and Qualifiestion 

Seller is duly incorporated. validly existing and in good standing under the laws of the State of 
Delaware and has the corporate power and authority and possesses all government franchises. 
licenses. permits. authorizations and approvals necessary to enable it to own. lease or otherwise 
hold its properties and assets and to carry on its business as currently conducted. other than such 
franchises. licenses. permits. authorizations and approvals the lack of which. individually or in 
the aggregate. has not had or would not have a Company Material Adverse Effect. 

2.2 Authority; Execution and Delivery; Enforceability 

Seller has full corporate power and authority to execute. deliver and perform its obligations under 
the terms of this Agreernent and to consummate the Acquisition and the other transactions 
con~emplated by this Agreement. The execution and delivery by Seller of this Agreement and the 
consummation .by Seller of the Acquisition and the other transactions contemplated by this 
Agreement have been duly authorized by all necessary corporate action. Seller has duly executed 
and delivered this Agreernent and. assuming due authorization, execution and delivery by 
Purchaser. this Agreement constitutes. its legal, valid and binding obligation, enforceable against 
it in accordance with its terms. subject as to enforcement. (a) to applicable bankruptcy. 
insolvency. moratorium. reorganization or similar laws affecting creditors' rights generally and 
(b) to general equitable principles. 

2.3 No Conflicts; Consents 

The execution and delivery by Seller of this Agreement do not and the consummation of the 
Acquisition and the other transactions contemplated by this Agreement and compliance by Seller 
with the terms of this Agreement will not conflict with, or result in any violation of or default 
(with or without notice or lapse of time. or both) under. or give rise to a right of termination 
cancellation or acceleration of any obligation or to loss of a benefit under. or result in the creation 
of any Lien (as defined below) under any provision of (a) the certificate of incorporation or by- 
laws of Seller, or @) any judgment, order. decree, decision. writ or injunction issued by any 
Government Entity (as defined below) (Judgment) or United States federal, state. local or 
foreign law. statute. ordinance. rule or regulation or entered into by any Government Entity 
(Applicable Lnw) applicable to Seller. other than. in the case of this clause (b), any such items 
as. individually or in the aggregate. have not had or would not have a Company Material Adverx 
Effect. No consent. approval, license. permit. order or authorization (Consent) of, or registration. 
declaration or filing with, any United States federal, state. local or foreign government or any 
court of competent jurisdiction. administrative agency or commission or other govemment 
authority (a Government Entity) is required to be obtained or made by Seller in connection with 
the execution. delivery and performance of this Agreement or the consummation of the 
Acquisition or the other transactions contemplated by this Agreement, other than (i) compliance 
with and any filings required under the Hart-Scon-Rodino Antitrust Improvements Act of 1976, 
as amended, and the rules and regulations promulgated thereunder (the HSR Act) and (ii) filings 
with those state public utility control or public service commissions or similar or other state 
regulatory bodies set forth on Section 2.3 of the Seller Disclosure Schedule (the Other 
Regulntory Approvals). 

2.4 Litigation 

There are not any (a) outstanding Judgments against or affecting Seller. (b) proceedings pending 
or, to the knowledge of Seller. threatened against or affecting Seller or (c) investigations by any 
Government Entity that arc pending or, to the knowledge of Seller. threatened against or affecting 
Seller that, in each case. individually or in the aggregate. have had or would have a Company 
Material Adverse Effect. 

2.5 Compliance with Applicable Law 

Seller has complied in all respects with and is in compliance in all respects with all Applicable 
Law. except for instances of noncompliance that, individually or in the aggregate. have not had or 
would not have a Company Material Adverse Effect. 

2.6 Brokers 

Except for Greenhill & Co.. Inc.. no broker. finder or investment banker is entitled to any 
brokerage. finder's or other fee or commission in connection with the Acquisition or the other 
transactions contemplated by this Agreement based upon arrangements made by or on behalf of 
Seller. 

Seller has good and valid tide to and oms the Shares 6rc of any "adverse claim' (within the 
meaning of Section 8-102(1) of the UCC). Without limitation of the foregoing. (a) the Shares are 
owned directly by Seller and are not subject to any liens. claims. charges, mortgages. security 
interests, pledges. reversions or other property interests in favor of persons other than Purchaser 
and (b) the Shares are not subject to, and Seller is not party to or otherwise bound by. any options, 
voting proxies, other voting arrangements, arrangements to sell, assign or transfer. preemptive. 
subscription, call, put or other similar rights relating to the Shares (such rights described in 
clauses (a) and (b). Encumbrances), other than those arising from acts of Purchaser and its 
affiliates. 

3. REPRESENTATIONS AND WARRANT7E.9 REGARDING COMPANY AND THE 
SUBSIDIARIES 

Seller hmby represents and warrants to Purchaser that. except as set .forth in the Seller 
Disclosure Schedule: 

3.1 Organization and Standing; Books and Records 

(a) Each of Company and the Subsidiaries (as defined below) is a corporation duly incorporated, 
validly existing and, to the extent applicable, in good standing under the laws of its jurisdiction of 
organization. Section 3.11aI of the Seller Disclosure Schedule lists the Subsidiaries and their 
respective jurisdictions of organization. Each of Company and the Subsidiaries has full corporate 
power and authority and possesses all government franchises, certificates. consents, licenses. 
permits. authorizations and approvals necessary to enable it to own, operate, lease or otherwise 
hold the properties and assets now owned. operated, leased or otherwise held by it and to cany on 
its businesses as they have been and are cumntly conducted, other than such franchises, 
certificates. consents, licenses, permits, authorizations and approvals the lack of which, 
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individually or in the aggregate. has not had or would not have a Company Material Adverse 
Effect (as defined below). Each of Company and the Subsidiaries is duly qualified and in good 
standing, to the extent applicable. to do business as a foreign corporation in each jurisdiction in 
which the conduct or nature of its business or the ownership. operation. leasing or holding of its 
properties makes such licensing or qualification necessary. except for such failures to be so 
qualified, licensed or in good standing as. individually or in the amregate, have not had or would 
not have a Company Material Adverx Effect. Section 3. lfa) of the Seller Disclosure Schedule 
sets forth a list of the jurisdictions in which Company and each Subsidiary is doing business as a 
foreign corporation. Company Material Adverse Effect means any material adverse effect (i) 
on the business, financial condition. assets and liabilities or results of operations of Company and 
the Subsidiaries. taken as a whole. other than any such effect resulting from (A) changes in 
Applicable Law or generally accepted accounting principles in the United States (CAAP) or the 
enforcement or interpretation thereof, (B) the announcement of the execution of this Agreement 
or the consummation of the Acquisition or the other transactions contemplated by this 
Agreement, (C) any action taken by the parties that is expressly permitted by the terms of this 
Agreement or to which Purchaxr has consented in writing (D) changes in general economic or 
political conditions. including changes in interest rates and the performance of the equity markets 
as a whole or (E) changes generally affecting the industries in which Company and the 
Subsidiaries operate (including reductions in consumer demand or reductions in supply sources as 
a result of climatic conditions that are above or below historical averages in the watersheds or in 
the areas xrviced by Company or any Subsidiary) (&, in the cases of clauses (A). (D) or 
(E), such changes do not disproportionately adversely affect Company and the Subsidiaries, taken 
as whole. relative to other similarly situated businesses), (ii) the ability of Seller to perform its 
obligations under this Agreement in a timely fashion or (iii) on the ability of Seller to 
consummate the Acquisition and the other transactions contemplated hereby in a timely fashion, 
including the ability to obtain the Other Regulatory Approvals. 

(b) Subsidiaries (each, a Subsidiary) means those entities listed on Section 3.1fi) of the Seller 
Disclosure Schedule. None of the Retained Entities (as defined below) shall be deemed 
Subsidiaries. 

(c) Retained Entities shall mean any and all corporations, partnerships,limited liability companies. 
joint ventures, associations and any other legal entities of which Seller or Company, owns. or 
previously owned. directly or indirectly. or has rights to acquire. directly or indirectly, more than 
50 percent of the stock or other equity interests. the holders of which are generally entitled to vote 
for the election of the board of directors or other governing body of such corporation or other 
legal entity, other than the Subsidiaries. The Retained Entities shall include those entities listed 
on Section 3.11~) of the Seller Disclosure Schedule. 

(d) Section 3.l(dl of the Seller Disclosure Schedule contains true and complete copies of (i) the 
certificate of incorporation and by-laws. each as amended to date. of Company and (ii) the 
comparable governing instruments. each as amended to date. of each Subsidiary. 

3.2 Capital Stock of Company and thesubsidiaries 

The authorized capital stock of Company consists of 1.000 shares of mmon stock, par value 
U.S.$0.01 per share. of which 100 shares. constituting the Sham, are issued and outstanding. 
Except for the Shares, there are no shares of capital stock or other equity securities of Company 
issued, reserved for issuance, held by Company as masury stock or outstanding. Section 3.2 of 
the Seller Disclosure Schedule lists the authorized capital stock, the outstanding capital stock and 
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the record and beneficial owners of outstanding capital stock of each Subsidiary. The Shares are 
duly authorized. validly issued, fully paid and nonassessable and not subject to or issued in 
violation of any purchase option, wanant, call option, right of first refusal. preemptive right, 
subscription right or any similar right under the certificate of inwrporation or by-laws of 
Company or any Contract (as defined below) to which Company or Seller is a party or otherwise 
bound. Company has good and valid title, directly or through one or more wholly owned 
subsidiaries. to all the outstanding shares of capital stock of each Subsidiary. free and clear of all 
Encumbrances. All the outstanding shares of capital stock of each Subsidiary have been duly 
authorized and validly issued and are fully paid and nonasswsable and not subject to or issued in 
violation of any purchase option, warrant. call option. right of first refusal. preemptive right. 
subscription right or any similar right under the certificate of incorporation or by-laws of such 
Subsidiary or any Contract to which such Subsidiary is a party or othmuix bound. There are not 
any bonds. debentures. notes or other indebtedness of Company having the right to vote (or 
convertible into. or exchangeable for, securities having the right to vote) on any matters on which 
holders of Shares may vote (Voting Company Debt). There are not any options, warrants. 
rights, convertible or exchangeable securities. "phantom' stock rights. stock appreciation rights. 
stock-based performance units. commitments. Contracts, arrangements or undertakings of any 
kind to which Company or any Subsidiary is a party or by which any of them is bound (a) 
obligating Company or any Subsidiary to issue, deliver or sell. or cause to be issued. delivered or 
sold. additional shares of capital stock or other equity interests in. or any security convertible or 
exercisable for or exchangeable into any capital stock of or other equity interest in. Company or 
any Subsidiary or any Voting Company Debt (b) obligating Company or any Subsidiary to issue. 
grant extend or enter into any such option, warrant call. right, security, commitment, Contract 
arrangement or undertaking or (c) that give any person the right to receive any economic benefit 
or right similar to or derived From the economic benefits and rights accruing to holders of Shares. 
There are not any outstanding contractual obligations of Company or any Subsidiary to 
repurchase, redeem or otherwise acquire any shares of capital stock of Company or any 
Subsidiary. Neither Company nor any Subsidiary owns any equity interest in any entity (other 
than the Subsidiaries or, prior to Closing, the Retained Entities). 

I 
3.3 No Conflicts; Consents 

The execution and delivery by Seller of this Agreement do not and the consummation of the 
Acquisition and the other transactions contemplated by this Agreement and compliance by 
Company with the terms of this Agreement will not conflict with. or result in any violation of or 
default (with or without notice or lapse of time, or both) under. or give rise to a right of 
termination. cancellation or auxleration of any obligation or to loss of a benefit under, or result in 
the creation of any Lien (as defined below) or Encumbrance upon any of the properties or assets 
of Company or any Subsidiary under, any provision of (a) the certificate of incorporation or by- 
laws of Company or any Subsidiary, (b) any contract, agreement or other legally binding 
arrangement, whether written or oral (a Contract) to which Company or any Subsidiary is a party 
or by which any of their respective propedes or assets is bound or (c) any Judgment or 
Applicable Law applicable to Company or any Subsidiary or their respective properties or assets, 
other than, in the case of clauses (b) and (c), any such items that, individually or in the aggregate. 
have not had or would not have a Company Material Adverse Effect. No Consent of any third 
party, or registration, declaration or filing with. any Government Entity, is required to be obtained 
or made by Company or any Subsidiary in connection with (i) the execution. delivery and 
performance of this Agreement or the consummation of the Acquisition or the other transactions 
contemplated by this Agreement or (ii) the ownership by Purchaser of Company following the 
Closing, other than (A) compliance with and any filings required under the HSR Act, (B) the 
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Other Regulatory Approvals, except in each case. for such Consents, regisfrations, declaraions 
or filings the failure to make or obtain. would not. individually or in the aggregate, have a 
Company Material Adverse Effect. 

3.4 Financial Statements 

(a) Section 3.4 of the Seller Disclosure Schedule includes (i) audited consolidated financial 
statements of Company. including audited consolidated balance sheets as of March 31.2005 (the 
Balance Sheet) and March 31. 2004 and audited consolidated statements of income, statements 
of common stockholder's equity and statements of cash flows for the years ended March 3 1.2005 
and 2004. (ii) unaudited internal consolidating financial statements of Company. including 
unaudited internal consolidating balance sheets as of December 31. 2005 and unaudited internal 
consolidating statements of income. statements of common stockholder's equity and statements of 
cash flows for the nine months ended December 31, 2005. (iii) audited financial statements. 
including audited balance sheets as of December 31. 2004 and 2003 and audited state~nents of 
income, statements of common stockholder's equity and statements of cash flow for the years 
ended December 31, 2004 and 2003. of each of Aquarion Water Company of Connecticut. 
Aquarion Water Company of New York, Aquarion Water Company of Sea Cliff. Aquarion Water 
Company of Massachusetts and Aquarion Water Company of New Hampshire (such Subsidiaries. 
the Utility Subsidiaries) and unaudited financial statements. including unaudited balance sheets 
as of December 31. 2005 and unaudited statements of income. statements of common 
stockholders' equity and statements of cash flow for the year ended December 31. 2005 of each 
Utility Subsidiary. (iv) audited financial statements, including audited balance sheets as of 
December 31. 2004 and 2003 and audited statements of income, statements of common 
stockholdeh equity and statements of cash flow for the years ended December 31, 2004 and 
2003, of Aquarion Water Capital of Massachusetts and (v) unaudited financial statements. 
including unaudited balance sheets as of December 3 1.2005 and unaudited statements of income. 
statements of common stockholder's equity and statements of cash flow for the year ended March 
3 1. 2005. and the nine months ended December 3 1. 2005 of Aquarion Safety Valve Company 
(together with Aquarion Water Capital of Massachusetts. the Other Subsidiaries) and unaudited 
financial statements, including unaudited balance sheets as of December 3 1. 2005 and unaudited 
statements of income, statements of common stockholders' equity and statements of cash flow for 
the year ended December 3 1. 2005 for each Other Subsidiary. The financial statements referred 
to in clauses (i) and (ii) are referred to in this Agreement as the Company Financial Statements; 
the financial statements referred to in clause (iii) are referred to in this Agreement as the Utility 
Financial Statements; and the financial statements referred to in clauses (iv) and (v) are referred 
to in this Agreement as the Other Financial Statements. The Company Financial Statements, 
the Utility Financial Statements and the Other Financial Statements are collectively referred to in 
this Agreement as the Financial Statements. The Financial Statements (and following their 
delivery, the financial statements contemplated to be delivered to Purchaser pursuant lo 
Section 5.17) have been prepared in conformity with GAAP applied consistently through the 
periods involved (except in each case as described in the notes thereto) and on that basis fairly 
present in all material respects (subject. in the case of the unaudited interim statements, to normal. 
recurring year-end audit adjustments) the financial condition, results of operations and cash flows 
of Company, a Utility Subsidiary or the Other Subsidiary. as the case may be, as of the respective 
dates thereof and for the respective periods indicated. 

(b) Company and the Subsidiaries do not have any liabilities or obligations except (i) as disclosed, 
reflected or reserved against (A) in the Balance Sheet and the notes thereto (in the case of 
Company). (B) the applicable audited balance sheet as of December 3 1,2062 included in Utility 
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Financial Statements (in the case of each Utility Subsidiary). (C) the unaudited balance sheet as 
of March 31. 2005 included in the Other Financial Statements (in the case of Aquarion Safety 
Valve Company) or (D) the audited balance sheet as of December 3 1. 2004 included in the Other 
Financial Statements (in the case of Aquarion Water Capital of Massachusetts. (~i) for liabilities 
and obligations incurred in the ordinary course of business consistent with past practice since the 
date of the applicable Financial Statements and not in violation of this Agreement and that 
individually or in the aggregate, do not have and would not have a Company Material Adverse 
Effect (iii) in connection with the negotiation. execution. delivery or performance of this 
Agreement (iv) for Taxes (as defined below) or (v) as. individually or in the aggregate, have not 
had or would not have a Company Material Adverse Effect. 

(c) Section 3.41~) of the Seller Disclosure Schedule sets fonh all Indebtedness. including the 
respective amounts thereof outstanding. of Company and its Subsidiaries (other than Guarantees 
by Company or any Subsidiary of lndebtedness of Company or any Subsidiary) as of January I. 
2006. During the period from January 1. 2006 to the date of this Agreement, neither Company 
nor any Subsidiary has incurred any lndebtedness other than in the ordinary course and in a 
manner substantially consistent with the Forecast (as defined below). lndebtedness means all of 
Company's or any Subsidiary's, as the case may be. (i) obligations for borrowed money (including 
reimbursement and all other direct or contingent obligations with respect to surety bonds, leners 
of credit and bankers' acceptances. whether or not matured), (ii) obligations evidenced by notes, 
bonds, debentures or similar instruments or to pay the deferred purchase price of property or 
senices. (iii) indebtedness created or arising under any conditional sale or secured by any Lien on 
any property or asset owned or held by Company or any Subsidiary. as the case may be. whether 
or not such indebtedness shall have been assumed by Company or any Subsidiary or is limited in 
recourse, (iv) obligations under leas that have been or should be. in accordance with GAAP. 
recorded as capital leases of Company or any Subsidiary, as the case may be. (v) all interest rate 
and currency swaps, collars and similar agreements or hedging devices under which payments are 
obligated to be made by Company or any Subsidiary, as the case may be. and (vi) all Guarantees 
by Company or any Subsidiary in respect of any of the foregoing. Guarantee means, as to any 
person. (A) any obligation, contingent or otherwise. of such person guaranteeing or having the 
economic effect of guaranteeing any Indebtedness or other obligation payable or performable by 
another person (the "primary obligor") in any manner. whether directly or indirectly, and 
including any obligation of such person. direct or indirect. (1) to purchase or pay (or advance or 
supply funds for the purchase or payment of) such Indebtedness or other obligation, (2) to 
purchase or lease property, securities or services for the purpose of assuring the obligee in respect 
of such lndebtedness or other obligation of the payment or performance of such lndebtedness or 
other obligation. (3) to maintain working capital, equity capital or any other financial statement 
condition or liquidity or level of income or cash flow of the primary obligor so as to enable the 
primary obligor to pay such lndebtedness or other obligation or (4) entered into for the purpose of 
assuring in any other manner the obligee in respect of such lndebtedness or other obligation of the 
payment or performance thereof or to protect such obligee against loss in respect thereof (in 
whole or in pan), or (B) any Lien on any assets of such person securing any lndebtedness or other 
obligation of any other person, whether or not such lndebtedness or other obligation is assumed 
by such person. The amount of any Guarantee shall be deemed to be an amount qua1 to the 
stated or determinable amount of the related primary obligation. or pomon thereot in respect of 
which such Guarantee is made or. if not stated or determinable, the maximum reasonably 
anticipated liability in respect thereof as determined by the guaranteeing person in good faith. 

(d) Schedule 3.4(d) of the Seller Disclosure Schedule sets forth the aggregate cash balances of 
Company and the Subsidiaries as of December 31. 2005. During the period from December 31. 
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2005. to the date of this Agreement. Company and the Subsidiaries used cash in the ordinary 
course of business and in a manner substantially consistent with the Forecast. 

3.5 Title to Property 

(a) Company and the Subsidiaries have good and valid title to, or valid and sufficient leaseholds in. 
a11 of their properties and assets. free and clear of all mongages. liens, security interests, pledges, 
charges. easements. rights of way. options. claims. restrictions or encumbrances of any kind (each 
a Lien or collectively. Liens). except: 

(i) (A) mechanics'. materialmen's. carriers', workmen's. repairmen's or other like 
Liens arising from or incurred in the ordinary course of business, (B) Liens 
arising under original purchase price conditional sales contracts and equipment 
leases with third parties entered into in the ordinary course of business and (C) 
Liens for Taxes (as defined below) that arc not yet due and payable or that may 
thereafter he paid without penalty: 

(ii) Liens that secure obligations that are reflected as liabilities on the Balance Sheet 
or Liens the existence of which are referred to in the notes to the Balance Sheet; 
and 

(iii) other imperfections of tide or encumbrances. if any. that, individually or in the 
aggregate, have not had and would not have a Company Material Adverse Effect 
(the Liens described in clauses (i). (ii) and (iii) of this Section 3.Sfa1, together 
with the Liens referred to in clauses (i) through (vi) of Section 3.6(a), are referred 
to collectively as Permitted Liens). 

(b) This Seetion 3.5 does not relate to real property or interests in real property (which are the subject 
of Section 3.6) or to Intellechlal Property (as defined below) (which are the subject of 
Section 3.7). 

3.6 Real Property 

(a) Company or one of the Subsidiaries has (x) good and marketable fee title to all real property 
owned (or reflected as owned on the Balance She*) by Company or any Subsidiary (Owned 
Real Property) and (y) valid title to the leasehold estate (as lessee) in all real property and 
interests in real property leased by Company or any Subsidiary as lessee or sublessee (Leased 
Real Property, and together with the Owned Real Properly. Real Property). in each case free 
and clear of all Liens. except: 

(i) Liens for Taxes (as defined below) that are not yet due and payable or, if due and 
payable, are not delinquent and may thereafter be paid without penalty; 

(ii) Liens that secure Indebtedness that is lined on Section 3.61aXi) of the Seller 
Disclosure Schedule; 

(iii) easements. covenants. conditions. rights of way. defects of title and other similar 
restrictions of public record (other than such resmctions or defects in title that, 
individually or in the aggregate. do not materially adversely impair the use. 
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occupancy or value of the Real Property subject thereto as such is currently used 
for water utility purposes); 

(iv) zoning, building and other generally applicable land use reshictions (other than 
such restrictions that, individually or in the aggregate. do not materially 
adversely impair the use, occupancy or value of the Real Property subject thereto 
as such is currently used for water utility purposes): 

(v) Liens that have been placed by a third party on the fee title of Leased Real 
Property or property over which Company or any Subsidiary has easement rights. 
and subordination or similar agreements relating thereto; and 

(vi) Liens that, individually or in the aggregate, have not had and would not have a 
Company Material Adverse Effect. 

(b) Neither Company nor any Subsidiary is obligated under, or a party to, any option. right of fim 
refusal or other contractual right to sell. assign or dispose of any Owned Real Property or any 
portion thereof. other than in the ordinary course of business and consistent with past practice. 
The obligations of Company and the Subsidiaries with regard to all applicable covenants. 
easements and restrictions affecting the Owned Real Property have been and are being performed 
in a proper and timely manner by Company or a Subsidiary, as applicable. except as do not, 
individually or in the aggregate. materially adversely impair the use. occupancy or value of the 
Owned Real Property affected thereby as such is currently used for water utility purposes. 

(c) (i) Each lease or sublease for real property under which Company or any Subsidiary is a lessee or 
sublessee (each, a Real Property Lease) is in full force and effect and is the legal, valid and 
binding obligation of Company or such Subsidiary. enforceable against Company or such 
Subsidiary in accordance with its terms. subject to the effect of any applicable bankruptcy, 
insolvency. reorganization, moratorium or similar laws affecting rights of creditors generally and 
subject to the effect of general principles of equity (regardless of whether considered in a 
proceeding at law or in equity), (ii) no notices of default under any Real Property Lease have 
been sent or received by Company or any Subsidiary and (iii) no event has occurred under any 
such lease or sublease that with notice. the passage of time or both would constitute a default by 
Company or any Subsidiary under a Real Properly Lease. or, to the knowledge of Seller, by the 
landlord thereunder, except in each case. as, do not materially adversely impair the use. 
occupancy or value of the Real Property subject to a Real Property Lease as such is currently 
used for water utility purposes. 

(d) None of the rights or obligations of Company or any Subsidiary, or the lessor or sublessor, under 
my material Real Property Lease will be subject to termination, modification or acceleration of 
performance under any Real Property Lease as a result of the consummation of the Acquisition 
and the other transactions contemplated by this Agreement, except in each such case as would not 
materially adversely impair the ability of Company and the Subsidiaries to conduct their water 
utility operations. 

(e) Neither Company nor any Subsidiary has received any written notice from any Government 
Authority asserting any violation or alleged violation. and to the knowledge of Seller, there exists 
as of the date of this Agreement no violation. of Applicable Law with respect to any Real 
Property that remains uncured as of the date of this Agreement, except for such violations and 
alleged violations as, do not materially adversely impair the use, occupancy or value of the Real 



EXHIBIT 1 

Property si~bject thereto as such is cumntly used for water utility purposes. With respect to the 
Real Property. neither Company nor any Subsidiary has received any written notice of, nor to the 
knowledge of Seller does there exist as of the date of this Agreement any pending. threatened or 
contemplated claims. causes of action, lawsuits or legal proceedings regarding the ownership, use 
or possession of the Real Property or any pan thereof, including condemnation or similar 
proceedings. or any sale or other disposition of any Real Property or any pan thereof in lieu of 
condemnation that, individually or in the aggregate, would reasonably be expected to materially 
adversely impair the use. occupancy or value of any Real Propeq as such is currently used for 
water utility purposes. 

(f) Company or one of the Subsidiaries has all easements and rights of way for the location of and 
access to their facilities, except for such failures as, individually or in the aggregate. do not 
materially adversely impair the use, occupancy or value of any Real Property as such is cumntly 
used for water utility purposes. 

3.7 lntellectual Property 

Company or one of the Subsidiaries owns, leases or licenses all lntellectual Property Rights (as 
defined below) used in or necessary for the conduct of the business of Company and the 
Subsidiaries (the Company lntellectual Property). except where the failure to so own, lease or 
license, individually or in the aggregate, has not had. or would not have a Company Material 
Adverse Effect. To the knowledge of Seller, (a) there has been no claim made against Company 
or any Subsidiary asserting the invalidity. misuse or unenforceability of any Company Intellectual 
Property, (b) there is no infringement or misappropriation of any Company lntellectual Property 
and (c) neither Company nor any Subsidiary has infringed or misappropriated any lntellectual 
Property Rights of any other person. in each cax. except as, individually or in the aggregate. has 
not had or would not have a Company Material Adverse ENect. Intellectual Property Rights 
means any trademark, sewicemark. registration therefor or application for registration therefor. 
trade name, patent. patent application. trade secret, know-how. copyright wpyright registration. 
application for copyriglit registration or similar rype of proprietary right. 

3.8 No Breaches or Defaults 

Section 3.8 of the Seller Disclosure Schedule lists each Conbacr with annual obligations or 
revenues equal to or in excess of U.S.S500,000 or that is otherwise material to Company and the 
Subsidiaries taken as a whole (the Company Material Contracts). Neither Company nor any 
Subsidiary is in breach or violation of or in default in the performance or observance of any 
provision of. and no event has occurred that with the lapse of time or notice, would result in such 
a breach, violation or default by Company or any Subsidiary, and, to the knowledge of Seller, no 
third party is in breach or violation of or in default in the performance or observance of any 
provisions of, any Contract to which Company or any Subsidiary is a party, or by which any 
assets of Company or any Subsidiary may be bound. except, for such breaches, violations and 
defaults (a) as to which requisite waivers or consents have been obtained or @) that, individually 
or in the aggregate, have not had or would not have a Company Material Adverse Effect. This 
Section 3.8 does not relate to any agreement with any Government Entity relating to 
environmental matters (which are the subject of Section 3.10) or employee benefit matters (which 
are the subject of Section 3.15). 

3.9 Permits 

Company and the Subsidiaries possess or meet the requirements for obtaining and have timely 
applied for all licenses, permits, authorizations and approvals (Permits) to own or hold under 
lease and operate their respective assets and to wnduct the business of Company and the 
Subsidiaries as currently conducted. other than such Permits the absence of which. individually or 
in the aggregate. has not had or would not have a Company Material Adverse Effect. The 
Permits described in the preceding sentence. the Company Permits. Each Company Permit is in 
full force and effect, except for such failures to be in full force and effect as. individually or in the 
aggregate, have not had and would not have a Company Material Adverse Effect. Neither 
Company nor any Subsidiary has received any written notice of. termination or non-renewal of 
any Company Permit. Company and the Subsidiaries are and have been in compliance with all 
Company Permits. except for such instances of noncompliance as, individually or in the 
aggregate. have not had and would not have a Company Material Adverse Effect. To the 
knowledge of Seller. as of the date of this Agreement no material capital expenditure is rquired 
to achieve or maintain compliance with any Company Permit. other than those capital expenses 
listed in the Forecast (as defined below). 

3.10 Environmental Matters 

Except as, individually or in the aggregate, has not had or would not have a Company Material 
Adverse Effect: 

(a) Each of Company and the Subsidiaries is and has since March 31. 2002 been in 
compliance with all applicable Environmental Laws (as defined below). 

(b) Each of Company and the Subsidiaries possesses all Company Permits required under 
any applicable Environmental Law. Each such Company Permit is in full force and 
effect and, except as set forth in Section 3.101b) of the Seller Disclosure Schedule. is 
capable of being hansfemd to Purchaser, by operation of law or otherwise. or remaining 
with Company or the relevant Subsidiary, as applicable, in connection with the 
consumma;ionof the transactions contempfated by this Agreement. Neither Company 
nor any Subsidiary has received any notice of termination or non-renewal of any 
Company Permit. To the knowledge of Seller, no material capital expense is required to 
achieve or maintain compliance with any Company Permit, other than those capital 
expenses listed in the Forecast. 

(c) There are no pending or. to the knowledge of Seller. threatened claims, suits, actions. 
arbitrations, hearings. investigations. proceedings or other causes of action or Judgments 
against Company or any Subsidiary, nor has Seller received any written notice alleging 
that Company or any Subsidiary is in violation of or liable under any Environmental 
Law. 

(d) Neither Company nor any Subsidiary has received written notice that it has been 
identified as a potentially responsible party in wnnection with any Owned Real Property. 
Leased Real Property or any other property pursuant to the CERCLA (as defined below) 
or any similar or analogous Environmental Law. 

(e) Seller has provided Purchaser wpies of or otherwise made available to Purchaser all 
environmental reports, studies. investigations and related materials in its possession or in 
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the possession of Company or any Subsidiary in connection with the current and former 
Owned Real Property and Leased Real Property and operations of Company and the 
Subsidiaries. 

(f) To the knowledge of Seller, no polychlorinated biphenyls. friable asbenoscontaining 
materials. mold. urea-formaldehyde or radioactive materials are located on any Owned 
Real Property or Leased Real Property. except in compliance with applicable 
Environmental Laws. 

(g) No Hazardous Substances have been Released at, on, under or from any Real Propcriy or, 
to the knowledge of Seller, any real property formerly owned or operated by Company or 
any Subsidiary under circumstances requiring notification to any Government Entity or 
requiring remediation under Environmental Law; and to the knowledge of Seller. no 
Hazardous Substances Released at. on. under or from any nearby properties have 
migrated or would reasonably be expected to migrate onto or under any Real Property or. 
to the knowledge of Seller, any real property formerly owned or operated by the 
Company or any Subsidiary Real Property under circumstances requiring notification to 
any Government Entity or requiring remediation under Environmental Law. 

(h) Neither Company nor any Subsidia~y has agreed to assume and has not assumed by 
operation of law any environmental liability of any other person. 

(i) This Section 3.10 wntains the only representations and warranties relating to 
environmental matters contained in this Agreement. 

(i) For purposes of this Agreement: 

The term Environmental Laws means any and all Applicable Laws, Permits, or wmmon 
law in effect as of the date of this Agreement relating to the protection. remediation, 
restoration or preservation of the environment, natural resources or worker health as 
impacted by exposure to Hazardous Substances, including Applicable Laws. Permits or 
wmmon law relating to: (i) the generation. use, treatment, recycling. storage. 
transportation. management or disposal of Hazardous Substances; (ii) any discharge. 
Release or emission to or the contamination or pollution of any environmental medium, 
including discharges, releases or emissions to air (including indoor air), water (including 
groundwater, surface water and wetlands), surface or subsurface soil or sediment; (iii) the 
manufacture distribution, disposal or recycling of chemical substances and mixtures; (iv) 
responsibility or liability for environmental conditions. including natural resource 
damages; or (iv) wntamination or pollution of any environmental medium. 

The term Hazardous Substances means (A) any substance. material or waste (regardless 
of physical form or wncentration) regulated. listed, or identified under any 
Environmental Law as hazardous. toxic. ignitable, reactive. corrosive. dangerous. 
harmful or injurious; or (B) any other substance, material or waste (regardless of physical 
form or concentration) which is hazardous, dangerous, damaging or toxic to living things 
or the environment. Hazardous Substances include, without limitation, hazardous 
substances. pollutants and contaminants as defined by the Comprehensive Environmental 
Response. Compensation and Liability Act (CERCLA) as has been amended from time 
to time and regulations promulgated pursuant thereto; solid waste. hazardous wash and 
hazardous constituents as defined by the Resource Conservation and Recovery Act 
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(RCRA) as has been amended from time to time. and regulations promulgated pursuant 
thereto; hazardous materials as defined in the Hazardous Materials Transportation Act as 
has been amended from time to time and regulations promulgated pursuant thereto; toxic 
substances as defined by the Clean Water Act as has been amended from time to time and 
regulations promulgated pursuant thereto; hazardous chemicals as defined by the 
Occupational Safety and Health Act, radioactive materials. asbestossontaining materials. 
urea formaldehyde foam insulation. polychlorinated biphenyls. petroleum and pewleum 
byproducts and derivatives, radon gas. lead. and lead-based paint. 

The term Release means any spilling, leaking. pumping, pouring. emitting, emptying, 
discharging, injecting, escaping. leaching, dumping or disposing into the environment of 
any Hazardous Substance. 

3.11 Water Quality 

The drinking water supplied by each Utility Subsidiary to its customers is and has been in 
wmpliance with all applicable United States federal and state drinking water standards. except 
for such failures as. individually or in the aggregate. have not had and would not have a Company 
Material Adverse Effect. 

3.12 lnsurance 

The material policies of fire and casualty, liability and other forms of insurance maintained, as of 
the date of this Agreement. with respect to Company and the Subsidiaries and their respective 
assets and properties are listed in Section 3.12 of the Seller Disclosure Schedule (the Company 
lnsurance Policies). All Company lnsurance Policies are in full force and effect in all material 
respects, all premiums due and payable thereon have been paid (other than retroactive or 
retrospective premium adjustments that are not yet, but may be. required to be paid with respect 
to any period ending prior to the Closing Date or as would not, individually or in the aggregate. 
have a Company Material AdverseEffect), and no notice of cancellation or termination has been 
received with respect to any Company lnsurance Policy that has not been replaced on 
substantially similar terms prior to the date of such cancellation or termination. The insurance 
companies that have issued the Company lnsurance Policies have not denied coverage for. or 
reserved their rights with respect to any, material claim reported to them by Company or any of 
the Subsidiaries. The transactions contemplated by this Agreement will not result in the 
termination of, or loss of coverage under, any of the Company lnsurance Policies. 

3.13 Taxa 

(a) For purposes of this Agreemen!: 

Code means the Internal Revenue Code of 1986. as amended. 

Income Tax or Income Taxa means any and all Taxes (as defined below) in whole or in pan 
based upon, measured by or calculated with respect to net inwme or receipts (including. but not 
limited to. any capital gains and alternative minimum taxes). 

Income Tax Returns means 
Taxes. 

any and all TI ax Returns (as ; defined be101 lnwme 
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IRS means the Internal Revenue Service of the United States. 

Post-Closing Period means any taxable period or portion thereof that begins after the Closing 
Date; if a taxable period begins on or prior to the Closing Date and ends after the Closing Date. 
then the pomon of the taxable period that begins immediately after the Closing Date shall 
constitute a Post-Closing Period. 

Pre-Closing Period means any taxable period or pottion thereof that ends on or prior to lhe 
Closing Date; if a taxable period begins on or prior to the Closing Date and ends after the Closing 
Date. then the portion of the taxable period that ends on and includes the Closing Date shall 
constitute a Pre-Closing Period. 

Regulations means the Treasury Regulations (including Temporary Regulations) promulgated by 
tlie llnited States Department of Treasury with respect to the Code or other federal tax statutes. 

Straddle Period means any taxable period that begins before and ends after the Closing Date. 

Tax or Taxes (and with comlative meaning, Taxation) means any tax and any duty, impost, levy 
custom. fee, or government charge or other like assessment (together with any and all inkrest, 
penalties. additions to tax and additional amounts imposed with respect thereto), imposed by any 
Government Entity or other taxing authority, including Income Tax. alternative minimum tax. 
national insurance and social security contributions, capital gains tax. value added tax. customs. 
excise and import duties. franchise tax. windfall or other profits taxes. gross receipts tax. property 
tax. sales tax. use tax, occupation taxes, capital stock tax, payroll tax. employment tax, workets 
compensation, unemployment tax, net worth tax. taxes in the nature of withholding. ad valorem 
tax, stamp tax. transfer tax, or gains taxes or escheat or unclaimed property. 

Tax Return means any return. report. declaration. form. claim for refund or information return or 
statement relating to Taxes. including any schedule or anachment thereto and including any 
amendment thereof. 

(b) Except as, individually or in the aggregate. has not had or would not have a Company Material 
Adverse Effect: 

(i) Each of Company and its Subsidiaries has timely filed or caused to be filed with the 
appropriate Tax authority all Tax Returns required to be filed by it and all such Tax 
Returns are true, correct and complete. Each of Company and its Subsidiaries has timely 
paid or caused to be paid all Taxes due with respect to the taxable periods covered by 
such Tax Returns and all other Taxes otherwise due and payable (excluding any Taxes 
that Company or any of its Subsidiaries are contesting in good faith in appropriate 
proceedings and for which adequate reserves have been taken to the extent so required 
under GAAP). 

(ii) There is no written nor, to the knowledge of Seller, proposed. threatened or 
contemplated claim of deficiency, audit examination. refund litigation. proposed 
adjustment or matter in controversy with any Tax authority with respect to any 
Taxes of Company or any of its Subsidiaries. 

(iii) No liens for Taxes exist with respect to any of the assets or properties of 
Company or any of its Subsidiaries except for statutory liens for Taxes not yet 
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due or payable and for liens for Taxes that Company or any Subsidiary arc 
contesting in good faith in appropriate proceedings and for which adequate 
reserves have been taken to the extent so required under GAAP. 

(iv) Each of Company and the Subsidiaries has withheld and paid all Taxes required 
to have been withheld and paid in connection with amounts paid or owing to any 
employee. independent conkctor. creditor. stockholder, or ;her third pa&. 

(v) NO statute of limitations will remain open as a result of it having been waived or 
extended with respect to the payment or collection of Taxes for Company or any 
Subsidiary. 

(vi) Neither Company nor any Subsidiary has been a party to. or a material advisor with 
respect to, any reportable transaction. within the meaning of Treas. Reg. 1.601 1-4 or any 
predecessor provision. 

(vii) Neither Company nor any Subsidiary is a party to. bound by or has any obligation under 
any Tax allocation. Tax sharing. Tax indemnity or similar agreement, arrangement or 
understanding. 

(viii) Company does not own or have any direct interest in any real prope* located in 
Connecticut that has been classified as farm land. forest land or as open space land within 
the meaning of Conn. Gen. Stat. $124381 and 512438m. 

3.14 Litigation 

Section 3.14 of the Seller Disclosure Schedule lists each pending or. to the knowledge of Seller, 
threatened claim, suit. action. arbihation. hearing, investigation. proceeding or other cause of 
action by or before any person, including any Government Entity. against or affecting Company 
or any Subsidiary or any of their respective assets, properties, operations or businesses, that 
would reasonably be expected to result in damages exceeding U.S.$500,000 or to have a 
Company Material Adverse Effect. Neither Company nor any Subsidiary is a party or subject to 
or in default under any Judgment, other than for such Judgments or defaults that. individually and 
in the aggregate. have not had or would not have a Company Material Adverse Effect. 

3.15 Benefit Plans 

(a) Section 3.1S(al of the Seller Disclosure Schedule lists each 'employee pension benefit plan" (as 
defined in Section 3(2) of the Employee Retirement Income Security Act of 1974. as amended 
(ERISA)) (a Pension Plan), "employee welfare benefit plan" (as defined in Section 3(1) of 
ERISA) (a Welfare Plan). and each other wrinen or oral plan, arrangement, agreement or policy 
relating to stock options. stock purchases. compensation, cash or equity incentive, deferred 
compensation. employment, severance. consulting. retirement, fringe benefits or other employee 
benefits, in each case maintained or contributed to. or required to be maintained or contributed to, 
by Company or any Subsidiary for the benefit of any present or former offictrs. employees. 
agents, directors or independent contractors of Company or any Subsidiary (all the foregoing. 
Benefit Plans). Seller has made available to Purchaser true and complete copies of: 

(i) each Benefit Plan (or, if oral. a summary thereof); 
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(ii) the three most recent annual reports on Form 5500 (including all schedules and 
attachments thereto) filed with respect to each Benefit Plan (if any such repon 
was required by Applicable Law); 

(iii) the most recent summary plan description (or similar document) for each Benefit 
Plan for which such a summary plan description is required by Applicable Law 
or was otherwise provided to plan participants or beneficiaries and any 
subsequent summaries of material modification; 

(iv) each trust agreement and insurance or annuity conmct or other funding or 
financing arrangement relating to any Benefit Plan; 

(v) handbooks. manuals, collective bargaining agreements and similar documents 
governing employment and benefits policies. procedures and practices; 

(vi) each material Conmct relating to any Benefit Plan with any service providers 
and with insurers providing liability insurance for fiduciaries and other parties in 
interest or bonding; and 

(vii) the most recent annual audit and accounting of plan assets for each funded 
Benefit Plan. 

hch such Form 5500 and each such summary plan description (or similar document) was as of 
its dare and is me and wmplete in all material respects. 

(b) Each Benefit Plan has been administered in all material respects in compliance with its terms. the 
applicable provisions of ERISA, the Code. all other Applicable Law and the terms of all 
applicable collective bargaining agreements. All material reports, returns and similar documents 
with respect to the Benefit Plans required to be filed wilh any Government Entity or distributed to 
any Benefit Plan pamcipant have been duly and timely filed or dishibuted and all reports, returns 
and similar documents filed or distributed were true and complete in all material respects. There 
has been no notice received by Company or any Subsidiary of any investigations by any 
Government Entity. and there are no termination proceedings or other claims (except routine 
claims for benefits payable under the Benefit Plans) or proceedings pending or. to the knowledge 
of Seller and Company. threatened by any Government Entity, participant, beneficiary. fiduciary 
or other person against, or brought on behalf of, any Benefit Plan or against the Benefit Plan 
sponsor. the Benefit Plan administrator or any fiduciary of any Benefit Plan involving any aspect 
of any Benefit Plan, nor are there any facts that would reasonably be expected to form the basis of 
such claim or lawsuit, in each case. that would reasonably be expected to result in any material 
liability. 

(c) There have been no "prohibited transactions' (as defined in Section 4975 of the Code or in Part 4 
of Subtitle B or Title I of ERISA) with respect to any Benefit Plan for which Company or any 
Subsidimy has incumd or would reasonably be expected to incur any liability and no Benefit 
Plan has been the subject of a "reportable event" (as defined in Section 4043 of ERISA) for which 
notice has not been waived by the rermlations issued under such section. 

(d) All conhibutions to the Bene 
the terms of the Benefit F 
agreement have been timely I 

lay have been I 

ble Law and 
rquired to be n 
any applicabl~ 
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(e) Each Benefit Plan that is a Pension Plan (a Company Pension Plan) that is intended to be a tax- 
qualified plan has been the subject of a determination letter from the IRS to the effect that such 
Company Pension Plan and related bust is qualified and exempt from United States federal 
income taxes under Sections 401(a) and 501(a), respectively, of the Code; such determination 
letter applies to all plan document qualification requirements for which the applicable remedial 
amendment period under Section 401@) of the Code has closed. any amendments required by 
such determination letter were made as and when required by such determination letter and 
nothing has occurred, whether by action or failure to act. that would reasonably be expected to 
cause the loss of such qualification. Company has made available to Purchaser a copy of the 
most recent determination letter meived with res~ect to each Com~anv Pension Plan for which 
such a letter has been issued. as well as a copy df any pending aiplic~tion for a determination 
lener. 

(0 Company has furnished to Purchaser the most recent actuarial Rpon or valuation with respect to 
each "defined benefit plan" (as defined in Section 3(35) of ERISA) (Defined Benefit Plan) and 
each funded welfare plan. The information supplied to the plan actuary by Company and any 
Subsidiary for use in preparing those reports or valuations was wmplete and accurate in all 
material respects and Seller has no reason to believe that the conclusions expressed in those 
repons or valuations are incorrect as of the date of this Agreement, there has been no material 
adverse change in the funding status of any such Plan as reflected in such actuarial report or 
valuation. 

(g) No Benefit Plan is a 'multiemployer plan" (as defined in Section 4001(aX3) of ERISA) or a plan 
described in Section 4063(a) of ERISA. There has been no withdrawal from. and neither 
Company nor any Subsidiary has any actual or contingent withdrawal liability with respect to. 
any multiemployer plan or any plan described in Section 4063(a) of ERISA to which Company. 
any Subsidiary or any ERISA Affiliate has ever contributed or been required to contribute. 
ERISA Affiliate means any trade or business. whether or not incorporated. that is or was treated 
as a single employer with Company or any Subsidiary within the meaning of Sections 4 14(b). (c). 
(m) or (0) of the Code. 

(h) No employee of Company or any Subsidiary shall be entitled to any additional benefits or 
compensation or any acceleration of the time of payment or vesting of any benefits or 
compensation under any Benefit Plan as a result of the transactions contemplated by this 
Agreement, either separately or together with any other event. 

(i) No amount that will be received (whether in cash or property or. the vesting of properly) as a 
result of any of the mnsactions contemplated by this Agreement (either separately or together 
with any other event) by any employee, officer, agent or director of Company or any of its 
affiliates who is a "disqualified individual" (as such term is defined in Section 280G(c) of the 
Code and Treasury Regulations thereunder) under any employment, severance or termination 
agreement, other compensation arrangement or Benefit Plan currently in effect will be 
characterized as an "excess parachute payment" (as such term is defined in Section 286G(b)(l) of 
the Code). 

(i) No unsatisfied liabilities to participants, the IRS. the United States Depsmnent of Labor (DOL). 
the Pension Benefit Guaranty Corporation (PBCC), or to any other person or entiry have been 
incurred as a result of the termination of any Company Pension Plan maintained by Company. 
any Subsidisry or any ERISA Affiliate, and no Pension Plan maintained by Company. any 
Subsidiary or any ERISA Affiliate for which Company or any Subsidiary would reasonably be 
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expected to have any material liability that is subjen to the minimum funding requiremerts of 
Part 3 of Subtitle B of Title I of ERlSA or subject to Section 412 of the Code has incumd any 
"accumulated funding deficiency" within the meaning of Section 302 of ERlSA or Section 412 of 
the Code, and there has been no waived funding deficiency within the meaning of Section 303 of 
ERlSA or Section 412 of the Code in respect of any Company Pension Plan. 

(k) Each ERlSA Affiliate has complied in all material respects with the "continuation coverage 
requirements" of "group health plans" as set forth in Section 49808 of the Code and Part 6 of 
Subtitle B of Title I of ERlSA (sometimes referred to as "COBRA') or of the obligations 
(sometimes referred to as "HIPAA") imposed by Section 9801 of the Code and Pm 7 of Subtitle 
B of Title I of ERISA. Neither Company nor any Subsidiary would reasonably be expected to 
have any material liability with respect to any such Plan under Section 5000 of the Code. 

(I) Neither Company nor any Subsidiary is bound by any collective bargaining agreement or any 
other agreement or legally binding arrangement to maintain any Benefit Plan. 

(m) Each plan, agreement or other arrangement of Company or any Subsidiary. or to which Company 
or any Subsidiary is a party, providing for deferred compensation which is subject in whole or in 
part to the requirements of Section 409A of the Code has been administered in good faith 
compliance with the provisions of Section 409A of the Code and the guidance issued to date 
thereunder. 

(n) Neither Company nor any Subsidiary nor any ERlSA Affiliate of the foregoing has used the 
services of workers provided by third party contract labor suppliers. temporary employees, 
"leased employees" (as that term is defined in Section 414(n) of the Code). or individuals who 
have provided services as independent contractors to an extent that would reasonably be expected 
to result in the disqualification of any of the Benefit Plans or the imposition of penalties or excise 
taxes with respect to the Benefit Plans by the IRS. the DOL or the PBGC. 

(0) Other than such continuation of benefit coverage under group health plans as is required by 
Applicable Law (as described in Section 3.15(k)), the cost of which is hrlly paid by the former 
employee or his or her dependent, neither Company nor any Subsidiary maintains retiree life or 
retiree health plans providing for continuing coverage for any employee or any beneficiary of an 
employee after the employee's termination of employment. 

3.16 Absence of Changu or Events 

Since March 31. 2005. other than as provided in or contemplated by this Agreement, Company 
and the Subsidiaries have conducted their business. in all material respects, in the ordinary 
coone, and, except for the negotiation, execution and performance of this Agreement, there has 
not occurred any event. occurrence. fact. condition. change. development or effect that, 
individually or in the aggregate. has had or would have a Company Material Adverse Effect. 

3.17 Compliance with Applicable Law 

Company and tlie Subsidiaries have complied in all respects with and are in compliance in all 
respects with all Applicable Law, except for instances of noncompliance as. individually or in the 
aggregate, have not had or would not have a Company Material Adverse Effect. Sine March 31, 
2002. none of Seller, Company and the Subsidiaries has received any written communication or 
notice from any Govemment Entity that alleges that Company or a Subsidiary is not in 

compliance with any Applicable Law, except for such communications or notices as. individually 
or in the aggregate. have not had and would not have a Company Material Adverse Effect. This 
Section 3.17 does not relate to manen with respect to Permits (which are the subject of 
Section 3.9). water quality (which is the subject of Section 3.1 1). environmental maners (which 
are the subject of Section 3.10). Taxes (which are the subject of Section 3.13) or employee 
benefit matters (which are the subject to Section 3.15). 

3.18 Employeeand Labor Matters 

(a) (i) There is not any labor strike, dispute, slowdown. work stoppage or lockout pending. or, to the 
knowledge of Seller, threatened, against Company or any Subsidiary. (ii) to the knowledge of 
Seller, there is no union organizational campaign in progress with respect to the employees of 
Company or any Subsidiary and (iii) there are not any unfair labor practice charges. grievances. 
complaints or other actions against Company or any Subsidiary pending. or, to the knowledge of 
Seller and Company, threatened, before the National Labor Relations Board or any other 
Government Entity. Section 3.lS[al of the Seller Disclosure Schedule lists each collective 
bargaining agreement, labor agreement, work mles or practices or other labor-related agreements 
or arrangements with any labor union. labor organization, trade union or works council to which 
Company or any Subsidiary is a party or by which Company or any Subsidiary is bound. Other 
than as pertaining to those employees and operations covered by the collective bargaining 
agreements set forth on Section 3.18(a) of the Seller Disclosure Schedule. no labor union. labor 
organization, trade union, works council. or group of employees of Company or any Subsidiary 
has made a pending demand for recognition or certification; and there are no representation or 
certification proceedings or petitions seeking a representation proceeding presently pending or 
threatened in writing to be brought or filed with the National Labor Relations Board or any other 
labor relations tribunal or authority. 

@) Company and the Subsidiaries are and have been in compliance in all material respects with all 
Applicable Laws respecting employment and employment practices, including all laws respecting 
terms and conditions of employment. health and safety, wages and hours, child labor, 
immigration. employment discrimination. disability rights or benefits. equal opportunity, plant 
closures and layoffs, affirmative action, workers' compensation, labor relations. employee leave 
issues and unemployment insurance. There arc no material complaints, charges. investigations or 
claims against Company or any Subsidiary pending. or to the knowledge of Seller, threatened to 
be brought or tiled, by or with any Govemment Entity in wnnection with tlie employment of any 
employees, consultants or independent contractors of Company or any Subsidiary. including, 
without limitation, any claim relating to employment discrimination. sexual harassment. equal 
pay and other employment related maners and Applicable laws. 

(c) No employee of Company or any Subsidiary is in any material respect in violation of any term of 
any employment agree men^ nondisclosure agreement, common law nondisclosure obligation, 
fiduciary duty. non-competition agreement, restrictive covenant or other obligation to a former 
employer of any such employee relating (i) to the right of any such employee to be employed by 
Company or any Subsidiary or (ii) to the knowledge or use of trade secrets or proprietary 
information. 

(d) As of February IS. 2006, Company, he Utility Subsidiaries and the Other Subsidiaries did not 
have employees except as set forth (and identified by employing entity) on Section 5.6(a) of the 
Seller Disclosure Schedule. 
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(e) Company and the Subsidiaries have complied in all material respects with the Worker 
Adjustment and Retraining Notification Act. 29 U.S.C. 5 2101 cr seq., and its corresponding 
regulations. and any similar sate law, rule or regulation or local ordinance. rule or regulation. in 
each case in effect as of the date of this Agreement. providing for notification to employees 
affected by closin& relocation, sale of business, mass layoff or similar event (collectively. the 
WARN Acts) on account of closings. relocations. sales of businesses. mass layoffs or similar 
events occurring on or prior to the Closing and all related notices, payments, fines or assessments 
due to any Govemment Entity pursuant to such WARN Acts. 

3.19 Regulation as a Utility 

(a) Each Utility Subsidiary is regulated as a public utility in the jurisdiction listed opposite the name 
of such Utility Subsidiary on Section 3.19(a) of the Seller Disclosure Schedule and is not 
otherwise subject to regulation as a public utility. Neither Company nor any Subsidiary is subject 
to regulation as a public utility or public service company (or similar designation) by any other 
Governmental Entity (other.than those set fonh in Section 2.3 of the Seller Disclosure Schedule). 
Company is not a "holding company" within the meaning of the Public Utility Holding Company 
Act of 1935. as amended. 

(b) Section 3.19(bl(il of the Seller Disclosure Schedule sets forth Seller's calculation of the rate base 
of each Utility Subsidiary as of December 31. 2005. Section 3.191bXii) of the Seller Disclosure 
Schedule sets forth the rate base of each Utility Subsidiary that had been determined to be used 
and useful and allowable for rate-setting purposes in the most recent rate proceeding of such 
Utility Subsidiary. To the knowledge of Seller, as of the date of this Agreement, there have been 
no material historical rate base adjustments or disallowance of rate base for rate-setting purposes 
in respect of any Utility Subsidiary. 

3.20 Transactions with Affiliates 

Section 3.20 of the Seller Disclosure Schedule describes all categories of transactions, including 
outstanding Indebtedness, between Company and any Subsidiary, on one hand. and any affiliate 
of Kelda (other than Company or any Subsidiary). on the other hand. and lists. as of January I. 
2006. (a) all such outstanding Indebtedness and (b) all other transactions that are material to 
Company or any Subsidiary. 

3.21 No Additional Representations 

Except as expressly set forth in this Agreement, neither Seller. its representatives nor any other 
person has made any representation or warranty, expressed or implied, to Purchaser as to any 
matter relating to Company. the Subsidiaries or the Acquisition. including as to the accuracy or 
completeness of any information regarding Company or the Subsidiaries furnished or made 
available to Purchaser and its representatives. including any information. documents or material 
made available to Purchaser in any "data rooms." management presentations or in any other form 
in connection with the Acquisition or the other transactions contemplated by this Agreement. 

4. REPRESENTATIONS AND WARRANTIES OF PURCHASER 

Purchaser hereby represents and warrants to Seller that except as set forth in the Disclosm 
Schedule dated as of the date of this Agreement and delivered by Purchaser to Seller (the 
Purchaser Disclosure Schedule): 

4.1 Organization; Power and Qualification 

Purchaser is duly incorporated, validly existing and in good standing under the laws of the Stare 
of Delaware and has the corporate power and authority and possesses all government franchises. 
licenses. permits. authorizations and approvals necessary to enable it to own, lease or otherwise 
hold its properties and assets and to cany on its business as currently conducted, other than such 
franchises, licenses; permits. authorizations and approvals the lack of which, individually or in 
the aggregate. has not had or would not have a Purchaser Material Advene Effect. Purchaser 
Material Advene Effect means any material adverse effect on (a) the ability of Purchaser to 
perform its obligations under this Agreement in a timely fashion or (b) the ability of Purchaser to 
consummate the Acquisition and the other transactions contemplated by this Agreement in a 
timely fashion, including the ability to obtain the Other Regulatory Approvals, in each case other 
than any action taken by the parties that is expressly permitted by the terms of this Agreement or 
to which Seller has consented in writing. 

4.2 Authority; Execution and Delivery; Enforceability 

Purchaser has full corporate power and authority to execute, deliver and perform its obligations 
under the terms of this Agreement and to consummate the Acquisition and the other transactions 
contemplated by this Agreement. The execution and delivery by Purchaser of this Agreement 
and the consummation by Purchaser of the Acquisition and the other transactions contemplated 
by this Agreement have been duly authorized by all necessary corporate action. Purchaser has 
duly executed and delivered this Agreement and, assuming due authorization. execution and 
delivery by Seller, this Agreement constitutes its legal. valid and binding obligation. enforceable 
against it in accordance with its terms. subject, as to enforcement, to applicable bankruptcy. 
insolvency, moratorium. reorganization or similar laws affecting creditors' rights generally and to 
general equitable principles. 

4.3 No Conflicts; Consents 

The execution and delivery by Purchaser of this Agreement do not and the consummation of the 
Acquisition and the other transactions contemplated by this Agreement and compliance by 
Purchaser with the terms of this Agreement will not conflict with, or result in any violation of or 
default (with or without notice or lapse of time, or both) under, or give rise to a right of 
termination. caneellation or acceleration of any obligation or to loss of a benefit under or result in 
the creation of any Lien (as defined below) under any provision of (a) constituent documents of 
Purchaser or (b) any Judgment or Applicable Law applicable to Purchaser, other than. in the case 
of this clause (b). as. individually or in the aggregate, has not had or would not have a Purchaser 
Material Adverse Effect. No Consent of, or regismtion, declaration or filing with, any 
Government Entity is required to be obtained or made by Purchaser in connection with the 
execution, delivery and performance of this Agreement or the consummation of the Acquisition 
or the other aansactions contemplated by this Agreement, other than (i) compliance with and any 
filings required under the HSR Act and (ii) the Other Regulatory Approvals. 

4.4 Litigation 

There are not any (a) outstanding Judgments against or affecting Purchaser or any of its 
subsidiaries, (b) proceedings pending or, to the knowledge of Purchaser. threatened againa or 
affecting Purchaser or any of its subsidiaries or (c) investigations by any Government Entity that 
are pending or, to the knowledge of Purchaser. threatened against or affecting Purchaser or any of 
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its subsidiaries that. in any case, individually or in the aggregate, have had or would hcve a 
Purchaser Material Adverse Effect. 

4.5 Compliance with Applicable Law 

Purchaser and its subsidiaries have wmplied in all respects with and arc in compliance in all 
respects with all Applicable Law. except for instances of noncompliance that individually or in 
the aggregate, have not had or would not have a Purchaser Material Adverse Effect. 

4.6 Brokers 

No broker. finder or investment banker is entitled to any brokerage, finder's or other fee or 
co~nmission in connection with the Acquisition or the other transactions contemplated by this 
Agreement based upon arrangements made by or on behalf of Purchaser. 

4.7 Avnilnbility of Funds 

Purchaser will have cash available as of the Closing sufficient to enable it to pay the Purchase 
Price and consummate the Acquisition and the other transactions contemplated by this 
Agreement. 

4.8 Investment Intent 

Purchaser is acquiring the Shares for investment purposes only and not with a view to any public 
distribution thereof. and Purchaser represents that it will not offer to sell or otherwise dispose of 
the Shares so acquired by it in violation of any Applicable Law. Purchaser acknowledges that the 
Accluisition has not been registered under the Securities Act of 1933. as amended. and that the 
Shares may not be sold, transfemd or offered for sale without registration under such act or an 
exemption therefrom. Purchaser is able to bear the economic risk of holding the Shares for an 
indefinite period and has knowledge and experience in financial and business matters such that it 
is capable of evaluating the risks of investment in the Shares. 

4.9 Purchaser Acknowledgments 

Purchaser has condbcted its own independent investigation, review and analysis of the business, 
assets, liabilities. financial condition. results of operations and prospects of Company and the 
Subsidiaries. Purchaser acknowledges that it and its representatives have been permitted full and 
complete access to the books and records, facilities. equipment. Tax Returns Contracts. insurance 
policies (or summaries thereof) and other properties and assets of Company and the Subsidiaries 
that it and its representatives have desired or requested to see or review. and that it and its 
representatives have had a full oppottunity to meet with the officers and employees of Company 
and the Subsidiaries to discuss the business of Company and the Subsidiaries. In entering into 
this Agreement. Purchaser acknowledges that it has relied solely on sucli independent 
investigation and not on any factual representations of Seller and its representatives (other than 
those expressly set fonh in the Agreement). Purchaser further (a) acknowledges that, should the 
Closing occur. Purchaser shall acquire the assets of Company and the Subsidiaries without any 
representation or warranty as to merchantability or fitness for any particular purpose, in an "as is" 
condition and on a "where is" basis, except as otherwise expressly represented or warranted in 
this Agreement and (b) agrees, to the fullest extent permitted by Applicable Law. that none of 
Seller, Company, the Subsidiaries or any of their representatives shall have any liability on any 
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basis based on information regarding Company or the Subsidiaries furnished or made available to 
Purchaser and its representatives, including any information, documents or material made 
available to Purchaser in any "data rooms." management presentations or in any other form in 
connection with the Acquisition or the other transactions contemplated by this Agreement, except 
that the foregoing limitations shall not apply (i) in the event of fraud or willful misrepmmtation 
or (ii) to Seller insofar as Seller has made the express representations and warnnties in this 
Agreement, but always subject to the limitations set fonh in m. 

5. COVENANTS 

5.1 . Covenants Relating to Conduct of Business 

(a) Except as set forth on Section 5.1 of the Seller Disclosure Schedule or otherwise permitted or 
contemplated by the terms of this Agreement, hm the date of this Agreement to the Closing. 
Seller shall cause the businesses of Company and the Subsidiaries to be wnducted in the ordinary 
course consistent with past practice and. to the extent consistent therewith. use commercially 
reasonable efforts to keep intact their respective businesses. keep available the services of their 
current employees and preserve their commercial relationships; & that Seller shall not be 
obligated to, directly or indirectly. provide any funds to Company or any Subsidiary; and 
provided further that Seller shall not cause or permit Company or any Subsidiary to incur 
liabilities or other obligations payable to, or generate any receivables payable to Kelda, Seller or 
any of their affiliates (other than Company and the Subsidiaries), except as otherwise expressly 
contemplated by this Section S.I. In addition (and without limiting the generality of the 
foregoing), except as set forth on Section 5.1 of the Seller Disclosure Schedule or as otherwise 
permined or expressly contemplated by the terms of this Agreement (including Section 5.14) or 
as set forth in Company's forecast (the Forecast). which is contained in Section 5.1 of the Seller 
Disclosure Schedule. Seller shall not permit Company or any Subsidiary to do any of the 
following without the prior written wnsent of Purchaser: 

(i) amend its certificate of incorporation or by-laws; 

(ii) issue, deliver, sell. pledge or otherwise subject to any Encumbrance or Lien any 
shares of its capital stock, or any other voting securities or any securities 
convertible into any rights, warrants or options to acquire, any such capital stock. 
voting securities or convertible securities; 

(iii) adopt or amend in any material respect any Benetit Plan (or any plan that would 
be a Benefit Plan if adopted) or enter into, adopt, extend (beyond the Closing 
Date). renew or amend any collective bargaining agreement or other Contract 
with any labor organization. union or association. except in each case as required 
by Applicable Law or required to comply with Section 409A of the Code after 
providing written notice to Purchaser; 

(iv) (A) enter into. amend or modify any employment, severance, change in conwol, 
retention, termination or similar agreement or arrarigement with, or grant any 
bonuses, salary increases, severance or termination pay to. any officer, director. 
consultant or employee of Company or any Subsidiary, (B) take any action to 
accelerate vesting or payment of any compensation or benefit under any Benefit 
Plan. or (C) except for any increases for which Seller shall be solely obligated. 
grant to any current or former director. executive officer, employee or consultant 
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Aauarion Com~anv Oraanization Structure - Current 
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EXHIBIT 3 Aauarion Com~anv Oraanization Structure - Promsed 
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EXHIBIT 4 
AQUARION WATER COMPANY OF NEW HAMPSHIRE 

Organization Structure - Current & Proposed 

AQUARION 
Water Company 

Larry L. Bingaman 
Sr. VP Operations 

Adam Torrey 
Operations Supervisor 

I 
Warren Barker 
Michael Bemier 

Ken Bishop 
Michael Bradley 

Glenn Dodds 
Glenn Eaton 
James Eaton 

Neil Evans 
Edward Wasson 

Ken Morse 
WQ Technician 

I 
Donna Hardardt 

Yvonne Hemphill (PT) 
Pamela Knowlton 

Carol Sherwin (PT) 


