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PART I
ITEM 1. BUSINESS
The Company
The Registrant, Connecticut Water Service, Inc. (referred to as "the Company", "we" or "our") was organized in 1956 and is the parent company of four regulated water utility companies, which generate approximately 99% of our consolidated net income. We supply water to over 78,000 customers, or 276,000 people, in 40 towns throughout Connecticut and Massachusetts. The Company and its subsidiaries collectively represent the largest domestic investor-owned water system in Connecticut measured by operating revenues and utility plant investment. In addition to our core regulated water business we offer related services on a contract basis to other water utilities, communities, businesses and homeowner associations through a number of unregulated subsidiary companies and through a joint venture formed in 1999 with a well pump service provider. These services range from one-time contracts for a particular service to long-term arrangements for water and wastewater system operation and management. We are also engaged in selling and/or donating our limited excess real estate holdings that are not necessary for our business or to protect our water sources.
Our mission is to provide high quality water service to our customers at a fair return to our stockholders while maintaining a work environment that attracts, retains and motivates our employees to achieve a high level of performance.
Our corporate headquarters are located at 93 West Main Street, Clinton, Connecticut 06413. Our telephone number is 860.669.8636, and our Internet address is www.ctwater.com.
Our Regulated Business
Our business is subject to seasonal fluctuations and weather variations. The demand for water is generally greater during the warmer months than the cooler months due to customers' high water consumption related to cooling systems and various outdoor uses such as private and public swimming pools and lawn sprinklers. Demand will vary with rainfall and temperature levels from year to year and season to season, particularly during the warmer months.
In general, the profitability of the water utility industry is largely dependent on the timeliness and adequacy of rates allowed by utility regulatory commissions. In addition, profitability is affected by numerous factors over which we have little or no control, such as costs to comply with environmental and water quality regulations. Inflation and other factors also impact costs for construction, materials and personnel related expenses.
Costs to comply with environmental and water quality regulations are substantial. Since the 1974 enactment of the Safe Drinking Water Act we have spent approximately $50,000,000 in constructing facilities and conducting aquifer mapping necessary to comply with the requirements of the Safe Drinking Water Act, and other federal and state regulations, of which $7,771,000 was expended in the last five years. We are currently in compliance with current regulations, but the regulations are subject to change. The costs to comply with future changes
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in state or federal regulations, which could require us to modify current filtration facilities and/or construct new ones, or to replace any reduction of the safe yield from any of our current sources of supply, could be substantial.
Our water companies derive their rights and franchises to operate from special state acts that are subject to alteration, amendment or repeal and do not grant us exclusive rights to our service areas. Our franchises are free from burdensome restrictions, are unlimited as to time, and authorize us to sell potable water in all the towns we now serve. There is the possibility that the state could revoke our franchises and allow a governmental entity to take over some or all of our systems. From time to time such legislation is contemplated.
The rates we charge our water customers are established under the jurisdiction of and are approved by a state regulatory agency. It is our policy to seek rate relief as necessary to enable us to achieve an adequate rate of return. The following table shows information related to each of our water companies' most recent general rate filing.

                        Date of Last     Allowed         Allowed
                            Rate        Return on       Return on
                          Decision       Equity         Rate Base
Barnstable                  1998           12.5%          11.31%
Connecticut Water           1991           12.7%          10.74%
Crystal                     1995          12.35%          10.16%
Gallup                      1994          N/A(*)          N/A(*)

(*) Gallup's rates were based on its net income requirement, not on a rate of return methodology.
Our Water System(s)
Our water infrastructure consists of 27 noncontiguous water systems in the State of Connecticut and one water system in Massachusetts. Our system, in total, consists of 1,237 miles of water main and reservoir storage capacity of 7.0 billion gallons. The safe, dependable yield from our 122 active wells and 20 reservoirs is approximately 48 million gallons per day. Water sources vary among the individual systems, but overall approximately 45% of the total dependable yield comes from reservoirs and 55% from wells. Our water companies are currently under a "Water Supply Watch" due to unusually dry weather conditions in the fall of 2001 and this winter. As a result of these unusually dry conditions, water levels in many of the companies' reservoirs and groundwater wells remain below their normal levels for this time of year. While this is not a problem now, an extended dry period could lead to increased concerns and restricted water use this spring or summer.
We supply water, and in most cases, fire protection to all or portions of 40 towns in Connecticut and Massachusetts. The following table lists the customer count, operating revenues and customer water consumption for each of our water companies as of December 31, 2001.
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                                Number          Water        Customer Water
Water Company                    of           Revenues          Consumption
                               customers       ($000's)    (millions of gallons)
Barnstable Water Company         7,116         $ 2,507              833
Connecticut Water Company       66,800          40,220            5,920
Crystal Water Company            3,616           2,038              422
Gallup Water Service             1,160             627               84
     Total                      78,692         $45,392            7,259

The following table breaks down the above total figures by customer class:

                                    Number     Water        Customer Water
Customer Class                       of       Revenues        Consumption
                                   customers  ($000's)  (millions of gallons)
Residential                         69,643    $28,621            5,030
Commercial                           5,759      5,941            1,471
Industrial                             389      1,687              430
Public Authority                       515      1,460              328
Fire Protection                      1,467      7,187                0
Other (including
  non-metered accounts)                919        496                0
     Total                          78,692    $45,392            7,259

Disposition of Property
We have established a policy of disposing of various small, discrete parcels of land over the next several years. This excess land, which is no longer required for water supply purposes, totals less than 400 acres as of December 31, 2001. We must comply with many regulatory restrictions before we can dispose of public water company property. Connecticut is continuing to encourage the protection of open space land. Legislation was passed in 2000 creating a new Connecticut corporate tax credit, which makes the donation of our excess land for protected open space purposes potentially more economically beneficial than a sale of the land. We have taken advantage of the new tax credit again in 2001 by donating 134 acres of land to the Town of Middlebury and expect to donate approximately 65 acres to two towns in 2002. The new tax credit, in combination with federal and state charitable contribution deductions, resulted in after-tax gains from these transactions of approximately $1,121,000 in 2001.
Competition
Our water companies face competition, presently not material, from a few private water systems operating within, or adjacent to, their franchise areas and from municipal and public authority systems whose service areas in some cases overlap portions of our water companies' franchise areas.
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Employees
As of December 31, 2001, we employed a total of 181 persons. Our employees are not covered by collective bargaining agreements. We believe that our relations with our employees are good.
Expansion
In February 2001 we acquired the Barnstable Holding Company ("Barnstable") which is the parent company of the 7,200 customer Barnstable Water Company located in Barnstable, Massachusetts and BARLACO, a real estate company owning approximately 100 acres of residential and commercial land in Hyannis and Barnstable, Massachusetts. The transaction was accounted for using the `pooling of interests' accounting method, and all financial statements have been restated to include the results of the acquired company for all periods presented.
During 2001, we acquired the Killingly Industrial Park Municipal Water System for approximately $1.1 million. This system serves 51 residential and industrial customers in close proximity to Crystal Water's own water system, and has significant growth potential. In addition, we agreed to acquire a small municipal water system in Middlebury, Connecticut. The system serves 180 residential, commercial and industrial customers in a high-growth area. Our cost to acquire the system is estimated at $900,000, which includes the cost of constructing a 7,700-foot main extension to connect into our existing system and the cost of a booster pump station. The improvements are scheduled to be completed in 2002. With a more reliable supply of quality water soon to be available to Middlebury, we expect to see higher revenues from this system as its customer base grows.
On February 22, 2002, the Company entered into a definitive agreement to purchase 100% of the outstanding common stock of Unionville Water Company for $6.3 million in our Company's common stock. The Unionville Water Company is located in Farmington, Connecticut. It has over 5,400 customers and annual revenues of approximately $2.4 million.
In 1999, we formed a three-year joint venture with Hungerfords, Inc., a pump service provider with annual revenues of approximately $1.3 million, which has been in business in Connecticut for over 75 years. If specific financial targets are met, the Company will purchase Hungerfords in 2002.
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ITEM 2. PROPERTIES
The properties of our water companies consist of land, easements, rights (including water rights), buildings, reservoirs, standpipes, dams, wells, supply lines, treatment plants, pumping plants, transmission and distribution mains and conduits, mains and other facilities and equipment used for the collection, purification, storage and distribution of water. Substantially all of the properties owned by our Barnstable Water, Connecticut Water and Crystal Water companies are subject to liens as security for debt. The net utility plant balances of the water companies at December 31, 2001 are as follows:

                                                    Net Utility Plant
                                                        (000's)
Barnstable                                             $  6,407
Connecticut Water                                       183,604
Crystal                                                   9,351
Gallup                                                    2,968
      Total                                            $202,330

The size of each company's system(s) in terms of miles of mains is as follows:

                                                  Miles of Transmission
                                                  and Distribution Water
                                                          Mains
Barnstable Water                                            101
Connecticut Water                                         1,052
Crystal                                                      66
Gallup                                                       18
      Total                                               1,237

We believe that our properties are maintained in good condition and in accordance with current standards of good waterworks industry practice.
ITEM 3. LEGAL PROCEEDINGS
We are involved in various legal proceedings. Although the results of legal proceedings cannot be predicted with certainty, there are no pending legal proceedings to which we or any of our subsidiaries are a party or to which any of our properties is the subject that presents a reasonable likelihood of a material adverse impact on the Company.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
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PART II
ITEM 5. MARKET FOR THE COMPANY'S COMMON STOCK AND RELATED STOCKHOLDER MATTERS
Our Common Stock is traded on the NASDAQ exchange under the symbol "CTWS". Our quarterly high and low stock prices as reported by NASDAQ and the cash dividends we paid during 2001 and 2000 are listed as follows:

                                      PRICE                    DIVIDENDS
Period                       HIGH                LOW             PAID*
2001
    First Quarter           $22.66              $19.50           $.2000
    Second Quarter           27.16               20.16           $.2000
    Third Quarter            28.10               22.90           $.2022
    Fourth Quarter           32.21               25.75           $.2022
2000
    First Quarter           $22.67              $18.00           $.1977
    Second Quarter           20.67               17.00           $.1977
    Third Quarter            23.50               17.83           $.2000
    Fourth Quarter           21.83               18.67           $.2000

* Historic (Excludes the subsequent effect of the 2001 Barnstable merger accounted for under the "pooling-of-interests" accounting method.)
As of March 1, 2002 there were approximately 5,000 holders of record of our common stock.
We presently intend to pay quarterly cash dividends in 2002 on March 15, June 17, September 17 and December 16 subject to our earnings and financial condition, regulatory requirements and other factors our Board of Directors may deem relevant.
 
ITEM 6. SELECTED FINANCIAL DATA
SUPPLEMENTAL INFORMATION (UNAUDITED)
 (2001 - 1991 Restated)
SELECTED FINANCIAL DATA

Years Ended December 31, (thousands of dollars except per share
amounts and where otherwise indicated)                              2001            2000            1999
---------------------------------------------------------------------------------------------------------------
CONSOLIDATED STATEMENTS OF INCOME
Operating Revenues                                               $   45,392      $   43,997      $   45,171
Operating Expenses                                               $   34,078      $   32,335      $   33,382
Operating Income                                                 $   11,314      $   11,662      $   11,789
Interest and Debt Expense                                        $    4,632      $    4,782      $    4,720
Net Income Applicable to Common Stock                            $    8,401      $    7,858      $    7,780
Cash Common Stock Dividends Paid                                 $    6,105      $    5,890      $    5,688
Dividend Payout Ratio                                                    73%             75%             73%
Weighted Average Common Shares Outstanding*                       7,619,031       7,604,546       7,593,376
Basic Earnings Per Average Common Share*                         $     1.10      $     1.03      $     1.02
Number of Shares Outstanding at Year End*                         7,649,362       7,604,594       7,596,141
ROE on Year End Common Equity                                          11.9%           11.7%           12.0%
Declared Common Dividends Per Share* **                          $    0.804      $    0.795      $    0.787


CONSOLIDATED BALANCE SHEET
Common Stockholders' Equity                                      $   70,783      $   67,110      $   64,915
Long-Term Debt                                                   $   63,953      $   66,283      $   67,099
Minority Interest                                                $       --      $      117      $      142
Preferred Stock (Consolidated, Excluding Current Maturities)     $      847      $      847      $      847
---------------------------------------------------------------------------------------------------------------
Total Capitalization                                             $  135,583      $  134,357      $  133,003
Stockholders' Equity (Includes Preferred Stock)                          53%             51%             49%
Long-Term Debt                                                           47%             49%             51%
Net Utility Plant                                                $  202,330      $  193,169      $  187,613
Book Value - Per Common Share*                                   $     9.25      $     8.82      $     8.55

OPERATING REVENUES BY
REVENUE CLASS
Residential                                                      $   28,621      $   27,364      $   28,422
Commercial                                                            5,941           5,817           6,093
Industrial                                                            1,687           1,905           1,850
Public Authority                                                      1,460           1,481           1,561
Fire Protection                                                       7,187           6,960           6,861
Other (including non-metered accounts)                                  496             470             384
---------------------------------------------------------------------------------------------------------------
Total Operating Revenues                                         $   45,392      $   43,997      $   45,171
---------------------------------------------------------------------------------------------------------------

Number of Customers (Average)                                        78,156          77,183          76,061
Billed Consumption (Millions of Gallons)                              7,259           6,911           7,330
Number of Employees                                                     181             184             180

Years Ended December 31, (thousands of dollars except per share
amounts and where otherwise indicated)                                1998            1997
---------------------------------------------------------------------------------------------------------------
CONSOLIDATED STATEMENTS OF INCOME
Operating Revenues                                                 $   42,623      $   43,080
Operating Expenses                                                 $   31,302      $   31,728
Operating Income                                                   $   11,321      $   11,352
Interest and Debt Expense                                          $    4,787      $    4,799
Net Income Applicable to Common Stock                              $    7,388      $    7,325
Cash Common Stock Dividends Paid                                   $    5,519      $    5,419
Dividend Payout Ratio                                                      75%             74%
Weighted Average Common Shares Outstanding*                         7,579,176       7,563,080
Basic Earnings Per Average Common Share*                           $     0.97      $     0.97
Number of Shares Outstanding at Year End*                           7,580,879       7,567,905
ROE on Year End Common Equity                                            11.8%           12.1%
Declared Common Dividends Per Share* **                            $    0.778      $    0.769


CONSOLIDATED BALANCE SHEET
Common Stockholders' Equity                                        $   62,572      $   60,458
Long-Term Debt                                                     $   67,386      $   59,906
Minority Interest                                                  $      136      $      129
Preferred Stock (Consolidated, Excluding Current Maturities)       $      847      $      847
---------------------------------------------------------------------------------------------
Total Capitalization                                               $  130,941      $  121,340
Stockholders' Equity (Includes Preferred Stock)                            48%             51%
Long-Term Debt                                                             52%             49%
Net Utility Plant                                                  $  182,202      $  178,168
Book Value - Per Common Share*                                     $     8.25      $     7.99

OPERATING REVENUES BY
REVENUE CLASS
Residential                                                        $   26,694      $   26,949
Commercial                                                              5,678           5,661
Industrial                                                              1,747           1,962
Public Authority                                                        1,394           1,402
Fire Protection                                                         6,728           6,764
Other (including non-metered accounts)                                    382             342
---------------------------------------------------------------------------------------------
Total Operating Revenues                                           $   42,623      $   43,080
---------------------------------------------------------------------------------------------

Number of Customers (Average)                                          74,971          73,903
Billed Consumption (Millions of Gallons)                                6,949           6,882
Number of Employees                                                       189             190

* Reflects three-for-two common stock split as described in Note 3 in the accompanying Notes to Consolidated Financial Statements
** Not restated for subsequent acquisitions accounted for under the pooling-of-interests accounting method.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FINANCIAL CONDITION
OVERVIEW
Connecticut Water Service, Inc. (the Company) is a non-operating holding company, whose income is derived from the earnings of its ten wholly owned subsidiary companies. Approximately 99% of the Company's earnings, excluding one time acquisition costs, are attributable to the Company's regulated water companies: The Connecticut Water Company, The Gallup Water Service, Incorporated, The Crystal Water Company of Danielson and The Barnstable Water Company. These four companies supply water to 78,692 customers in 40 towns throughout Connecticut and Massachusetts. Each of these companies is subject to state regulation regarding financial issues, rates, and operating issues, and to various other state and federal regulatory agencies concerning water quality and environmental standards. In addition to its regulated utilities, the Company owns six unregulated companies: Chester Realty, Inc., a real estate company in Connecticut, Connecticut Water Utility Services, Inc., which provides contract water and sewer operations and other water related services, Connecticut Water Emergency Services, Inc., a provider of drinking and pool water by tanker truck, Crystal Water Utilities Corporation, a holding company which owns The Crystal Water Company of Danielson and three small rental properties, BARLACO, a real estate company in Massachusetts, and Barnstable Holding Company, a holding company which owns The Barnstable Water Company and BARLACO. These unregulated companies currently generate 1% of the Company's total earnings.
2001 was the Company's 11th consecutive year of increased earnings and its 32nd consecutive year of increased dividend payments, excluding dividends paid by companies subsequently acquired and accounted for under the "pooling-of-interests" method.
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REGULATORY MATTERS AND INFLATION
The Connecticut Water Company is the Company's largest subsidiary serving over 66,800 of the Company's 78,692 utility customers. Connecticut Water Company's revenues, like the Company's other three regulated water companies, are based on regulated rates that are determined in a regulatory rate proceeding. Connecticut Water's last general rate proceeding was in 1991. The resulting rate decision granted Connecticut Water a 12.7% allowed return on common equity and a 10.74% allowed return on rate base.
The Company, like all other businesses, is affected by inflation, most notably by the continually increasing costs required to maintain, improve and expand its service capability. The cumulative effect of inflation results in significantly higher facility replacement costs, which must be recovered from future cash flows.
The ability of the Company's water utility subsidiaries to recover this increased investment in facilities is primarily dependent upon future rate increases, which are subject to state regulatory approval.
We do not presently plan to request rate relief for any of our regulated companies. Future economic and financial market conditions, coupled with governmental regulations and fiscal policy, plus other factors that are unpredictable and often beyond our control, will influence when we request revisions to rates charged to our customers.
The Company is also subject to environmental and water quality regulations. Costs to comply with environmental and water quality regulations are substantial. We are currently in compliance with current regulations, but the regulations are subject to change. The costs to comply with future changes in state or federal regulations, which could require us to modify current filtration facilities and/or construct new ones, or to replace any reduction of the safe yield from any of our current sources of supply, could be substantial.
OUTLOOK
The Company's profitability is primarily attributable to the sale and distribution of water, the amount of which is dependent on seasonal weather fluctuations, particularly during the summer months when water demand will vary with rainfall and temperature levels.
Our water companies are currently under a "Water Supply Watch" due to the unusually dry weather conditions in the fall of 2001 and this winter. As a result of these unusually dry conditions, water levels in many of the companies' reservoirs and groundwater wells remain below their normal levels for this time of year. While this is not a problem now, an extended dry period could lead to increased concerns and restricted water use this spring or summer.
After the terrorist strikes on September 11, 2001, water companies have had to increase security on their water supplies and facilities. This is resulting in increases in operating and capital costs. These costs are typically recoverable in a rate proceeding.
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The Company has received regulatory approval to donate certain parcels of its land in the period 2002 to 2004. Over the three-year period these donations are expected to increase net earnings by approximately $2,000,000 as a result of favorable tax treatment under Federal and Connecticut tax laws.
In February 2002, the Company entered into a definitive agreement to purchase 100% of the outstanding common stock of Unionville Water Company in exchange for $6.3 million of our Company's common stock. The Unionville Water Company is located in Farmington, Connecticut. It has over 5,400 customers and annual revenues of approximately $2.4 million. The completion of the transaction is subject to approvals by the Connecticut Department of Public Utility Control and Unionville's shareholders and the satisfaction of other conditions.
RESULTS OF OPERATIONS
2001 COMPARED WITH 2000
On February 23, 2001, the Company acquired Barnstable Holding Company and accounted for the acquisition as a "pooling-of-interests". Financial statements have been restated to include the results of the acquired company for all periods presented.
On September 7, 2001, the Company effected a three-for-two stock split. The distribution of these shares increased the number of shares outstanding by 2,562,052 shares. All outstanding common shares and per share amounts in this report have been restated to reflect this stock split. Appropriate adjustments to reflect this stock split were made to the Company's Performance Stock Program, the Savings Plan of the Connecticut Water Company, and the Company's Dividend Reinvestment and Common Stock Purchase Plan.
Net income applicable to common stock for 2001 increased from that of 2000 by $543,000, or $.07 per average basic share. The increase is primarily due to the following:
- Net Other Income (Deductions) increased $741,000:
- The increase in Other Income is primarily due to The Connecticut Water Company's 2001 donation of 134.1 acres of land to the Town of Middlebury, Connecticut. This donation resulted in a net after tax gain of $1,121,000 resulting from a 50% Connecticut state income tax credit in addition to state and federal charitable contribution tax deductions.
- Net Non-Water Sales Earnings increased $106,000 or 39.8% primarily as a result of increased earnings from our unregulated activities. A substantial amount of the increase is due to our Linebacker(R) maintenance service program. Initiated in 2000, for a small annual cost to our customers, the Linebacker(R) program protects participants from incurring large expenses when their service lines break. As of December 31, 2001 approximately 9,600 of the Company's customers are protected by Linebacker(R).
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- Interest and Debt Expense decreased $150,000:
- The decrease in Interest and Debt Expense is due both to declines in average balances of interim debt outstanding and lower interest rates. The weighted cost of the Company's interim debt at December 31, 2001 was 2.31% as compared with 7.25% at December 31, 2000.
- Utility Operating Income decreased $348,000:
- Operating Expenses increased $1,743,000 or 5.4% primarily due to increased Operation and Maintenance expenses related to increases in wages, employee benefits and maintenance costs, an increase in Depreciation Expense due to increased investment in utility plant, increases in Income Tax Expense primarily due to higher taxable income, partially offset by a decrease in other taxes primarily due to property tax rebates and lower property tax revaluations. Higher Operating Revenues partially offset the increase in Operating Expenses.
- Operating revenues increased $1,395,000 or 3.2% in 2001 as compared to 2000. This increase was due to increased water consumption brought on by a drier 2001 summer and fall plus utility customer growth.
2000 COMPARED WITH 1999
Net income applicable to common stock for 2000 increased from that of 1999 by $78,000, or $.01 per average basic share. The increase in earnings was primarily due to tax benefits of a 2000 land donation and higher earnings on non-water sales and services.
The following are the components of the 2000 earnings increase:
- Net Other Income (Deductions) increased $267,000:
- The increase in other income was primarily due to The Connecticut Water Company's 2000 donation of 104.6 acres of land to the Town of Naugatuck, Connecticut. This donation resulted in a net after tax gain of $474,000.
- Net Non-Water Sales Earnings increased $111,000, or 72% primarily as a result of increased earnings from our unregulated activities.
- Utility Operating Income decreased $127,000:
- Operating Revenues decreased $1,174,000, or 2.6% in 2000 as compared to 1999. This decrease was due to fluctuations in the summer weather, which directly affects our customers' water usage. The 1999 summer was unusually hot and dry while the 2000 summer was cool and rainy. Lower Operation and Maintenance expense partially offset the decrease in Operating Revenues.
- Operation and Maintenance expenses were reduced $856,000, or 4.4% from 1999 levels due to cost containment efforts. Income Taxes classified as Operating Expenses decreased $578,000 partially due to the decreased Operating Income. Depreciation and Taxes other than Income Taxes (primarily property taxes) increased in total by $387,000 primarily as a result of the increased investment in Utility Plant.
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- Interest and Debt Expense increased $62,000:
- The increase in Interest and Debt Expense was primarily due to higher interest rates on interim debt. The average weighted cost of this debt was 7.25% in 2000 as compared with 7.01% in 1999.
LIQUIDITY AND CAPITAL RESOURCES
Interim Bank Loans Payable at year end 2001 was $1,825,000, $25,000 higher than at the end of 2000.
We consider the current $9,000,000 line of credit with two banks adequate to finance any expected short-term borrowing requirements that may arise from operations during 2002. The lines of credit expire in April and May of 2002. We expect both lines of credit to be renewed. Interest expense charged on interim bank loans will fluctuate based on financial market conditions.
The Board of Directors has approved a $10,155,000 construction budget for 2002, net of amounts to be financed by customer advances and contributions in aid of construction. Funds provided by operating activities are expected to finance this entire construction program given normal weather patterns and related operating revenue billings. Refer to Note 11, Utility Plant and Construction Program, in Notes to Consolidated Financial Statements for an additional discussion of the Company's future construction program.
FORWARD LOOKING INFORMATION
This report, including management's discussion and analysis, contains certain forward looking statements regarding the Company's results of operations and financial position. These forward looking statements are based on current information and expectations, and are subject to risks and uncertainties, which could cause the Company's actual results to differ materially from expected results.
Our water companies are subject to various federal and state regulatory agencies concerning water quality and environmental standards. Generally, the water industry is materially dependent on the adequacy of approved rates to allow for a fair rate of return on the investment in utility plant. The ability to maintain our operating costs at the lowest possible level while providing good quality water service is beneficial to customers and stockholders. Profitability is also dependent on the timeliness of rate relief, when necessary, and numerous factors over which we have little or no control, such as the quantity of rainfall and temperature, industrial demand, financing costs, energy rates, and compliance with environmental and water quality regulations.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The Consolidated Financial Statements of Connecticut Water Service, Inc., and the Notes to Consolidated Financial Statements together with the reports of Arthur Andersen LLP are included herein on pages F-2 through F-22.
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURES
None
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PART III
ITEM 10. EXECUTIVE OFFICERS OF THE COMPANY

                                                                         Period Held or Prior                Term of Office Expires
      Name             Age              Office                              Position

M. T. Chiaraluce       59          President, Chief                      Held position of                     2002 Annual Meeting
                                 Executive Officer and               President since January,
                                 Chairman of the Board                  1992 and position of
                                                                     Chief Executive Officer
                                                                        since July, 1992

D. C. Benoit           44       Vice President - Finance,            Held current position or                 2002 Annual Meeting
                               Chief Financial Officer and           other executive position
                                       Treasurer                      with the company since
                                                                           April, 1996

J. R. McQueen          59            Vice President -                Held current position or
                                     Engineering and                    other management or                   2002 Annual Meeting
                                       Planning                      engineering position with
                                                                        the Company since
                                                                          October, 1965

T. P. O'Neill          48            Vice President -                Held current position or
                                       Operations                       other engineering                     2002 Annual Meeting
                                                                        position with the
                                                                      Company since February,
                                                                             1980

M. P. Westbrook        42           Vice President -                 Held current position or
                                    Administration and                  other management                      2002 Annual Meeting
                                    Government Affairs                  position with the
                                                                          Company since
                                                                        September, 1988

P. J. Bancroft         52        Assistant Treasurer and             Held current position or
                                      Controller                     other accounting position                2002 Annual Meeting
                                                                     with the Company since
                                                                         October, 1979


M. G. DiAcri           56          Corporate Secretary                  Held administrative                   2002 Annual Meeting
                                                                         position with the
                                                                      Company since February,
                                                                               1990

There are no family relationships between any of the Directors and Executive Officers of the Company.
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ITEM 11. EXECUTIVE COMPENSATION
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Pursuant to General Instruction G(3), the information called for by Items 10, (except for information concerning the executive officers of the Company) 11, 12 and 13 is hereby incorporated by reference to the Company's definitive proxy statement filed on EDGAR on or about March 19, 2002. Information concerning the executive officers of the Company is included as Item 10 of this report.
PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K
(a) 1. Financial Statements:
The report of the Company's management, the report of independent public accountants and the Company's Consolidated Financial Statements listed in the Index to Consolidated Financial Statements on page F-1 hereof are filed as part of this report, commencing on page F-2.

                                                                  Page
Index to Consolidated Financial Statements and Schedule            F-1

Report of Independent Public Accountants                           F-2

Consolidated Statements of Income for the years
Ended December 31, 2001, 2000, and 1999                            F-3

Consolidated Balance Sheets at December 31, 2001
and 2000                                                           F-4

Consolidated Statements of Cash Flows for the
years ended December 31, 2001, 2000 and 1999                       F-5

Notes to Consolidated Financial Statements                         F-6
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2. Financial Statement Schedules:
The following schedules of the Company are included on the pages as indicated:

                                                                        Page
      Report of Independent Public Accountants
      on Schedule                                                        S-1

      Schedule II Valuation and Qualifying Accounts
      and Reserves for the years ended December 31,
      2001, 2000 and 1999                                                S-2

      All other schedules provided for in the applicable accounting
      regulations of the Securities and Exchange Commission have
      been omitted because of the absence of conditions under which
      they are required or because the required information is set
      forth in the financial statements or notes thereto.

3.    Exhibits:

      Exhibits for Connecticut Water Service, Inc. are in the
      Index to Exhibits                                                  E-1

      Exhibits heretofore filed with the Securities and Exchange
      Commission as indicated below are incorporated herein by
      reference and made a part hereof as if filed herewith.
      Exhibits marked by asterisk (*) are being filed herewith.

(b) Reports on Form 8-K:
On September 10, 2001, the Company filed a Form 8-K dated September 10, 2001, reporting in Item 5, Other Events, that the Company had completed a three-for-two stock split on its common shares.
On December 3, 2001, the Company filed a Form 8-K dated December 3, 2001, reporting in Item 5, Other Events, that the Company had reached an preliminary agreement to acquire Unionville Water Company in a common stock exchange transaction.
On February 14, 2002, the Company filed a Form 8-K dated February 13, 2002, reporting in Item 5, Other Events, that the Company announced its earnings for the year ended December 31, 2001.
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On February 26, 2002, the Company filed a Form 8-K dated February 26, 2002, reporting in Item 5, Other Events, that the Company executed a definitive merger agreement with The Unionville Water Company to combine their respective water utility operations in a stock-for-stock transaction valued at approximately $6.3 million.
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SCHEDULE

                                                                         Page
Index to Consolidated Financial Statements and Schedule                   F-1

Report of Independent Public Accountants                                  F-2

Consolidated Statements of Income for the years ended
         December 31, 2001, 2000 and 1999                                 F-3

Consolidated Balance Sheets at December 31, 2001, and 2000                F-4

Consolidated Statements of Cash Flows for the years ended
         December 31, 2001, 2000 and 1999                                 F-5

Notes to Consolidated Financial Statements                                F-6

Report of Independent Public Accountants on Schedule                      S-1

Valuation and Qualifying Accounts                                         S-2

F-2
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To the Board of Directors and Stockholders of Connecticut Water Service, Inc.:
We have audited the accompanying consolidated balance sheets of Connecticut Water Service, Inc., and Subsidiaries (a Connecticut corporation) as of December 31, 2001 and 2000, and the related consolidated statements of income and cash flows for each of the three years in the period ended December 31, 2001. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Connecticut Water Service, Inc. and Subsidiaries as of December 31, 2001 and 2000, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2001 in conformity with accounting principles generally accepted in the United States.

/s/  Arthur Andersen LLP
------------------------
Hartford, Connecticut
February 8, 2002

 
Connecticut Water Service, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF INCOME

                                                                                                  (Restated)       (Restated)
For the Years Ended December 31, (in thousands, except per share data)                2001             2000             1999
-----------------------------------------------------------------------------------------------------------------------------
Operating Revenues                                                                 $45,392          $43,997          $45,171
                                                                            ---------------  ---------------   --------------

Operating Expenses

   Operation and Maintenance                                                        20,076           18,380           19,236
   Depreciation                                                                      4,837            4,718            4,593
   Income Taxes                                                                      4,777            4,579            5,157
   Taxes Other Than Income Taxes                                                     4,388            4,658            4,396
                                                                            ---------------  ---------------   --------------

       Total Operating Expenses                                                     34,078           32,335           33,382
                                                                            ---------------  ---------------   --------------

Utility Operating Income                                                            11,314           11,662           11,789
                                                                            ---------------  ---------------   --------------

Other Income (Deductions), Net of Taxes

   Gain on Property Transactions                                                     1,121              532               97
   Non-Water Sales Earnings                                                            372              266              155
   Allowance for Funds Used During Construction                                        439              416              435
   Merger Costs                                                                       (352)            (408)             (95)
   Other                                                                               177              210              157
                                                                            ---------------  ---------------   --------------

       Total Other Income (Deductions), Net of Taxes                                 1,757            1,016              749
                                                                            ---------------  ---------------   --------------

Interest and Debt Expenses

   Interest on Long-Term Debt                                                        4,057            4,100            4,077
   Other Interest Charges                                                              353              460              395
   Amortization of Debt Expense                                                        222              222              248
                                                                            ---------------  ---------------   --------------

       Total Interest and Debt Expenses                                              4,632            4,782            4,720
                                                                            ---------------  ---------------   --------------

Net Income Before Preferred Dividends                                                8,439            7,896            7,818

Preferred Stock Dividend Requirement                                                    38               38               38
                                                                            ---------------  ---------------   --------------

Net Income Applicable to Common Stock                                               $8,401           $7,858           $7,780
                                                                            ===============  ===============   ==============

Weighted Average Common Shares Outstanding:
   Basic                                                                             7,619            7,605            7,593
   Diluted                                                                           7,662            7,633            7,609

Earnings Per Common Share:
   Basic                                                                             $1.10            $1.03            $1.02
   Diluted                                                                           $1.10            $1.03            $1.02

The accompanying notes are an integral part of these consolidated financial statements.
 
Connecticut Water Service, Inc. and Subsidiaries
CONSOLIDATED BALANCE SHEETS

                                                                                                   (Restated)
December 31, (in thousands, except share amounts)                                     2001              2000
-------------------------------------------------------------------------------------------------------------
ASSETS

  Utility Plant                                                                   $267,575          $257,634
  Construction Work in Progress                                                     12,761             8,359
  Utility Plant Acquisition Adjustments                                             (1,309)           (1,256)
                                                                             --------------   ---------------
                                                                                   279,027           264,737
  Accumulated Provision for Depreciation                                           (76,697)          (71,568)
                                                                             --------------   ---------------
    Net Utility Plant                                                              202,330           193,169
                                                                             --------------   ---------------
  Other Property and Investments                                                     3,334             3,039
                                                                             --------------   ---------------
  Cash                                                                                 102               314
  Accounts Receivable (Less Allowance, 2001 - $234; 2000 - $218)                     4,811             4,831
  Accrued Unbilled Revenues                                                          3,402             3,229
  Materials and Supplies, at Average Cost                                              869               795
  Prepayments and Other Current Assets                                                 239               122
                                                                             --------------   ---------------
    Total Current Assets                                                             9,423             9,291
                                                                             --------------   ---------------
  Unamortized Debt Issuance Expense                                                  5,308             5,530
  Unrecovered Income Taxes                                                           8,963             9,040
  Post-Retirement Benefits Other Than Pension                                          849               953
  Other Costs                                                                        1,507             1,524
                                                                             --------------   ---------------
    Total Deferred Charges and Regulatory Assets                                    16,627            17,047
                                                                             --------------   ---------------
         Total Assets                                                             $231,714          $222,546
                                                                             ==============   ===============

CAPITALIZATION AND LIABILITIES

      Common Stockholders' Equity:

      Common Stock without Par Value:
         Authorized - 15,000,000 Shares - Issued and Outstanding:

             2001  -  7,649,362;    2000  -  7,604,594                             $46,342           $44,965
       Retained Earnings                                                            24,441            22,145
                                                                             --------------   ---------------
          Common Stockholders' Equity                                               70,783            67,110
      Preferred Stock                                                                  847               847
      Minority Interest                                                                - -               117
      Long-Term Debt                                                                63,953            66,283
                                                                             --------------   ---------------

         Total Capitalization                                                      135,583           134,357
                                                                             --------------   ---------------
Interim Bank Loans Payable                                                           1,825             1,800
Current Portion of Long-Term Debt                                                    2,205               280
Accounts Payable                                                                     6,079             5,973
Accrued Taxes                                                                        1,099               753
Accrued Interest                                                                     1,284               710
Other Current Liabilities                                                              164               101
                                                                             --------------   ---------------
         Total Current Liabilities                                                  12,656             9,617
                                                                             --------------   ---------------
Advances for Construction                                                           16,075            17,062
                                                                             --------------   ---------------
Contributions in Aid of Construction                                                32,277            27,009
                                                                             --------------   ---------------
Deferred Federal and State Income Taxes                                             18,902            18,165
                                                                             --------------   ---------------
Unfunded Future Income Taxes                                                         8,223             8,546
                                                                             --------------   ---------------
Long-Term Compensation Arrangements                                                  6,028             5,758
                                                                             --------------   ---------------
Unamortized Investment Tax Credits                                                   1,970             2,032
                                                                             --------------   ---------------
Commitments and Contingencies

                                                                             --------------   ---------------
         Total Capitalization and Liabilities                                     $231,714          $222,546
                                                                             ==============   ===============

The accompanying notes are an integral part of these consolidated financial statements.
 
Connecticut Water Service, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

                                                                                                 (Restated)        (Restated)
For the Years Ended December 31,  (in thousands)                                     2001             2000              1999
-----------------------------------------------------------------------------------------------------------------------------
Operating Activities:
  Net Income Before Preferred Dividends                                            $8,439           $7,896            $7,818
                                                                            --------------   --------------   ---------------

  Adjustments to Reconcile Net Income to Net Cash
    Provided by Operating Activities:
        Depreciation (including $169 in 2001, $166 in 2000,
            and $140 in 1999 charged to other accounts)                             5,006            4,884             4,733
        Change in Assets and Liabilities:
             (Increase) Decrease in Accounts Receivable and

                  Accrued Unbilled Revenues                                          (153)             541               (66)
            (Increase) Decrease in Other Current Assets                              (191)             123               (24)
            (Increase) Decrease in Other Non-Current Items                            (45)              43               343
            Increase (Decrease) in Accounts Payable, Accrued
                 Expenses and Other Current Liabilities                             1,089              531               548
            Increase in Deferred Income Taxes and
                 Investment Tax Credits, Net                                          675            1,168             1,067
                                                                            --------------   --------------   ---------------
                    Total Adjustments                                               6,381            7,290             6,601
                                                                            --------------   --------------   ---------------

               Net Cash Provided by Operating Activities                           14,820           15,186            14,419
                                                                            --------------   --------------   ---------------

Investing Activities:
  Gross Additions to Utility Plant (including
     Allowance For Funds Used During Construction of

      $439 in 2001, $428 in 2000 and $454 in 1999)                                (14,218)         (10,542)          (10,373)
                                                                            --------------   --------------   ---------------

Financing Activities:
  Proceeds from Interim Bank Loans                                                  1,825            1,800             3,061
  Repayment of Interim Bank Loans                                                  (1,800)          (3,061)           (2,490)
  Reduction of Long-Term Debt Including Current Portion                              (405)            (805)             (517)
  Proceeds from Issuance of Common Stock                                            1,392              227               251
  Advances, Contributions and Funds from
    Others for Construction, Net                                                    4,332            2,310             2,097
  Costs Incurred to Issue Long-Term Debt and Common Stock                             (15)             - -               - -
  Cash Dividends Paid                                                              (6,143)          (5,928)           (5,726)
                                                                            --------------   --------------   ---------------

          Net Cash Provided by (Used in) Financing Activities                        (814)          (5,457)           (3,324)
                                                                            --------------   --------------   ---------------

Net Increase (Decrease) in Cash                                                      (212)            (813)              722
Cash at Beginning of Year                                                             314            1,127               405
                                                                            --------------   --------------   ---------------

Cash at End of Year                                                                  $102             $314            $1,127
                                                                            ==============   ==============   ===============

Supplemental Disclosures of Cash Flow Information:
  Cash Paid During the Year for:
    Interest (Net of Amounts Capitalized)                                          $3,836           $4,176            $4,678
    State and Federal Income Taxes                                                 $3,260           $3,580            $3,764

The accompanying notes are an integral part of these consolidated financial statements.
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NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PRESENTATION -The consolidated financial statements include the operations of Connecticut Water Service, Inc., (the Company) an investor-owned holding company and its ten wholly owned subsidiaries, listed below:
The Connecticut Water Company (Connecticut Water) The Gallup Water Service, Incorporated (Gallup) Crystal Water Utilities Corporation
The Crystal Water Company of Danielson (Crystal Water) Chester Realty, Inc.
Connecticut Water Utility Services, Inc. Connecticut Water Emergency Services, Inc. Barnstable Holding Company
The Barnstable Water Company (Barnstable Water) 
BARLACO
During 2001 the Company acquired Barnstable Holding Company which owns The Barnstable Water Company and BARLACO. This acquisition was accounted for as a "pooling-of-interests." Accordingly, the Company's financial statements have been restated to include the results of the acquired companies for all periods presented.
Connecticut Water, Gallup, Crystal, and Barnstable Water (our "water companies") are public water utility companies serving 78,692 customers in 40 towns throughout Connecticut and Massachusetts.
Crystal Water Utilities Corporation is a holding company, owning the stock of Crystal Water Company of Danielson and three small rental properties.
Chester Realty, Inc. is a real estate company whose net profits from land sales are included in the "Gain on Property Transactions" category in the "Other Income (Deductions)" section of the Consolidated Statements of Income. Chester's net profits from rental of property are included in the "Other Income (Deductions)" section of the Consolidated Statements of Income in the "Non-Water Sales Earnings" category.
Connecticut Water Utility Services, Inc. is engaged in water-related services, including the Linebacker (R) program, and contract operations. Its earnings are included in the "Non-Water Sales Earnings" category in the "Other Income (Deductions)" section of the Consolidated Statements of Income.
Connecticut Water Emergency Services, Inc. is a provider of emergency drinking water and pool water via tanker trucks. Its net earnings are included in the "Non-Water Sales Earnings" category in the "Other Income (Deductions)" section of the Consolidated Statements of Income.
Barnstable Holding Company is a holding company, owning the stock of Barnstable Water Company and BARLACO. BARLACO is a real estate company whose net profits from land sales are included in "Gain on Property Transactions" category in the "Other Income (Deductions)" section of the Consolidated Statements of Income.
Intercompany accounts and transactions have been eliminated, except those allocating costs for regulatory purposes between our regulated and non-regulated companies.
PUBLIC UTILITY REGULATION - Three of our water companies are subject to regulation for rates and other matters by the Connecticut Department of Public Utility Control (DPUC) and follow accounting policies prescribed by the DPUC. The Barnstable Water Company is subject to the regulation of the Massachusetts Department of Telecommunications and Energy (DTE) and follows accounting policies prescribed by the DTE. The Company prepares its financial statements in accordance with accounting principles generally accepted in the United States which include the provisions of Statement of Financial Accounting Standards No. 71, "Accounting for the Effects of Certain Types of Regulation," (FAS 71). FAS 71 requires cost-based, rate-regulated enterprises such as our water companies to reflect the impact of regulatory decisions in their financial statements. The state regulators, through the rate regulation process, can create regulatory assets that result when costs are allowed for ratemaking purposes in a period after the period in which the costs would be charged to expense by an unregulated enterprise. The balance sheets include regulatory assets and liabilities as appropriate, primarily related to income taxes and post-retirement benefits costs. The Company believes, based on current regulatory circumstances, that the regulatory assets recorded are likely to be recovered and that its use of regulatory accounting is appropriate and in accordance with the provisions of FAS 71. Material regulatory assets are earning a return.
USE OF ESTIMATES - The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from these estimates.
CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
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REVENUES - Most of our water customers are billed quarterly, with the exception of larger commercial and industrial customers, as well as public fire protection customers, who are billed monthly. Most customers, except fire protection customers, are metered. Revenues from metered customers are based on their usage multiplied by approved, regulated rates. Public fire protection charges are based on the length and diameter of the water main and number of hydrants in service. Private fire protection charges are based on the diameter of the connection to the water main. Our water companies accrue an estimate for the amount of revenues relating to sales earned but unbilled at the end of each quarter.
UTILITY PLANT - Utility plant is stated at the original cost of such property when first devoted to public service. The difference between the original cost and the cost to our water companies is charged or credited to utility plant acquisition adjustments. Utility plant accounts are charged with the cost of improvements and replacements of property including an allowance for funds used during construction. Retired or disposed of depreciable plant is charged to accumulated provision for depreciation together with any costs applicable to retirement, less any salvage received. Maintenance of utility plant is charged to expense.
ALLOWANCE FOR FUNDS USED DURING CONSTRUCTION - Allowance for Funds Used During Construction (AFUDC) is the cost of debt and equity funds used to finance the construction of our water companies' utility plant. Generally, utility plant under construction is not recognized as part of rate base for ratemaking purposes until facilities are placed into service, and accordingly, AFUDC is charged to the construction cost of utility plant. Capitalized AFUDC, which does not represent current cash income, is recovered through rates over the service lives of the facilities.
In order for certain water system acquisitions made in and after 1995 not to degrade earnings, The Connecticut Water Company has received DPUC approval to record AFUDC on certain of its investments in these systems. Through December 31, 2001, Connecticut Water has capitalized approximately $1,937,000 of AFUDC relating to financing these acquisitions. This amount is expected to be recovered in Connecticut Water's next rate case.
Each Company's allowed rate of return on rate base is used to calculate its 
AFUDC.
DEPRECIATION - Over 99% of the Company's depreciable plant is owned by its four water companies. Depreciation is computed on a straight-line basis at various rates as approved by the state regulators on a company by company basis. Depreciation allows the utility to recover the investment in utility plant over its useful life. The overall consolidated company depreciation rates, based on the average balances of depreciable property, were 2.0% for 2001, 2.1% for 2000 and 2.1% for 1999.
CUSTOMERS' ADVANCES FOR CONSTRUCTION AND CONTRIBUTIONS IN AID OF CONSTRUCTION Under the terms of construction contracts with real estate developers and others, our water companies receive advances for the costs of new main installations. Refunds are made, without interest, as services are connected to the main, over periods not exceeding fifteen years and not in excess of the original advance. Unrefunded balances, at the end of the contract period, are credited to contributions in aid of construction (CIAC) and are no longer refundable.
INCOME TAXES - The Company provided deferred taxes for all temporary book-tax differences using the liability method. Under the liability method, deferred income taxes are recognized at currently enacted income tax rates to reflect the tax effect of temporary differences between the financial reporting and tax bases of assets and liabilities. Such temporary differences are the result of provisions in the income tax law that either require or permit certain items to be reported on the income tax return in a different period than they are reported in the financial statements. To the extent such income taxes increase or decrease future rates, an offsetting regulatory asset or liability has been recorded in the accompanying consolidated balance sheets.
The Company believes that all deferred income tax assets will be realized in the future. Approximately $700,000 of the December 31, 2001 and $1,250,000 of the December 31, 2000 unfunded future income taxes are related to deferred Federal income taxes. The remaining balance of the unfunded future income taxes is related to deferred State income taxes.
Deferred Federal income taxes consist primarily of amounts that have been provided for accelerated depreciation subsequent to 1981, as required by Federal income tax regulations. Deferred taxes have also been provided for temporary differences in the recognition of certain expenses for tax and financial statement purposes as allowed by DPUC ratemaking policies.
Connecticut Corporation Business Taxes have been reflected primarily using the flow-through method of accounting for temporary differences in accordance with required DPUC ratemaking policies.
MUNICIPAL TAXES - Municipal taxes are expensed over the twelve-month period beginning on July 1 following the lien date, corresponding with the period in which the municipal services are provided.
OTHER DEFERRED COSTS - In accordance with ratemaking procedures, costs which benefit future periods, such as tank painting, are expensed over the periods they benefit.
UNAMORTIZED DEBT ISSUANCE EXPENSE - The issuance costs of long-term debt, including the remaining balance of issuance costs on long-term debt issues that have been refinanced prior to maturity and related call premiums, are amortized over the respective lives of the outstanding debt, as approved by the state regulators.
CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
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EARNINGS PER SHARE - The following is a reconciliation of the numerators and denominators of the basic and diluted earnings per share for the twelve months ended December 31, 2001, 2000, and 1999.

Years  Ended                                                                 2001             2000            1999
------------------------------------------------------------------------------------------------------------------
Basic earnings per share                                                    $1.10            $1.03           $1.02
Dilutive effect of unexercised stock options                                   --               --              --
------------------------------------------------------------------------------------------------------------------

Diluted earnings per share                                                  $1.10            $1.03           $1.02
==================================================================================================================

Numerator (in thousands):
------------------------------------------------------------------------------------------------------------------

Basic net income                                                            $8,401           $7,858         $7,780
Diluted net income                                                          $8,401           $7,858         $7,780


Denominator (in thousands):
------------------------------------------------------------------------------------------------------------------

Basic weighted average shares outstanding                                    7,619            7,605          7,593
Dilutive effect of unexercised stock options                                    43               28             16
------------------------------------------------------------------------------------------------------------------

Diluted weighted average shares outstanding                                  7,662            7,633          7,609
==================================================================================================================

RECLASSIFICATION - Certain reclassifications have been made to conform previously reported data to the current presentation.
NEW ACCOUNTING PRONOUNCEMENTS - In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (FAS) No. 141, Business Combinations, which requires that the purchase method of accounting be used for all business combinations initiated after June 30, 2001 and eliminates the pooling-of-interests method. The Company adopted this standard for business combinations after June 30, 2001.
In June 2001, the FASB issued FAS No. 142, Goodwill and Other Intangible Assets, effective for the Company's 2002 fiscal year. Under the new rules, goodwill and intangible assets deemed to have indefinite lives will no longer be amortized but will be subject to at least annual impairment tests. Other identifiable intangible assets will continue to be amortized over their useful lives and reviewed for impairment in accordance with existing impairment standards. The Company does not believe that the adoption of this statement will have a material impact on the financial statements.
In October 2001, the FASB issued FAS No. 144, Accounting for Impairment or Disposal of Long-Lived Assets, which replaces FAS 121. FAS 144 retaines substantially all of the requirements of FAS 121 while resolving certain implementation issues. FAS 144 also changes accounting for discontinued operations. FAS No. 144 is effective for fiscal year 2002. The Company does not believe that the adoption of this statement will have a material impact on the financial statements.
NOTE 2: 2001 POOLING OF INTERESTS ACQUISITION
On February 23, 2001 the Company issued 216,656 shares of its common stock in exchange for all outstanding common stock of Barnstable Holding Company. The minority interests in the Barnstable Water Company and BARLACO were also acquired in this transaction.
The combined and separate results of Connecticut Water Service and Barnstable Holding Company during the period preceding and after the merger were as follows:

(In thousands)                                                               2001             2000            1999
------------------------------------------------------------------------------------------------------------------
Net Income (Loss) Applicable to Common Stock
   Connecticut Water Service                                                $8,641           $7,925         $7,489
   Barnstable Holding Company                                                (240)             (67)            291
------------------------------------------------------------------------------------------------------------------
      Combined Net Income                                                   $8,401           $7,858         $7,780
==================================================================================================================

CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
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NOTE 3: COMMON STOCK SPLIT
In September 2001 the Company effected a three-for-two common stock split. The distribution of these shares increased the number of shares outstanding by 2,562,052 shares. In conjunction with the stock split, a cash payment was issued to shareholders in lieu of issuance of any fractional shares. The fractional share adjustment amounted to a reduction of shares outstanding of 752 shares, after the split. All outstanding common shares and per share amounts in this report have been restated to reflect the stock split. Appropriate adjustments to reflect the stock split were made to the Company's Performance Stock Program.
NOTE 4: INCOME TAX EXPENSE
Income Tax Expense is comprised of the following:

(In thousands)                                                                 2001            2000           1999
------------------------------------------------------------------------------------------------------------------
Federal Classified as Operating Expense                                      $4,225          $4,002         $4,448
Federal Classified as Other Income:
   Land Sales                                                                    --              32             52
   Land Donation                                                               (254)           (132)            --
   Non-Water Sales                                                              164             127             68
   Other                                                                        (42)            (21)           (65)
------------------------------------------------------------------------------------------------------------------
   Total Federal Income Tax Expense                                           4,093           4,008          4,503
------------------------------------------------------------------------------------------------------------------

State Classified as Operating Expense                                           552             577            709
State Classified as Other Income:
   Land Sales                                                                    --               7             12
   Land Donation                                                             (1,012)           (526)            --
   Non-Water Sales                                                               41              29             19
   Other                                                                          6               6              5
------------------------------------------------------------------------------------------------------------------

   Total State Income Tax Expense (Benefit)                                    (413)             93            745
==================================================================================================================
              Total Income Tax Expense                                       $3,680          $4,101         $5,248
==================================================================================================================

The components of the Federal and State income tax provisions are:

                                                                               2001            2000           1999
------------------------------------------------------------------------------------------------------------------
Current:
   Federal                                                                   $3,062          $2,853         $3,434
   State                                                                        (48)             80            747
------------------------------------------------------------------------------------------------------------------
       Total Current                                                          3,014           2,933          4,181
------------------------------------------------------------------------------------------------------------------

Deferred Income Taxes, Net:
   Federal
       Investment Tax Credit                                                    (63)            (61)           (63)
       Capitalized Interest                                                      23              42             36
       Depreciation                                                             910           1,119          1,115
       Other                                                                    161              55            (19)
------------------------------------------------------------------------------------------------------------------
           Total Federal                                                      1,031           1,155          1,069
------------------------------------------------------------------------------------------------------------------

   State

       Depreciation                                                              (1)              2              2
       Other                                                                   (364)             11             (4)
------------------------------------------------------------------------------------------------------------------
           Total State                                                         (365)            13              (2)
==================================================================================================================
              Total Deferred Income Taxes, Net                                   666          1,168          1,067
------------------------------------------------------------------------------------------------------------------
              Total                                                           $3,680         $4,101         $5,248
==================================================================================================================

Deferred income tax liabilities are categorized as follows on the Consolidated Balance Sheet:

                                                                               2001            2000
---------------------------------------------------------------------------------------------------
   Deferred Federal and State Income Taxes                                  $18,902         $18,165
   Unfunded Future Income Taxes                                               8,223           8,546
---------------------------------------------------------------------------------------------------
                                                                            $27,125         $26,711
===================================================================================================

CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
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Deferred income tax liabilities are comprised of the following:

                                                                               2001            2000
---------------------------------------------------------------------------------------------------
   Depreciation                                                             $24,057         $23,147
   Other                                                                      3,068           3,564
---------------------------------------------------------------------------------------------------
           Net deferred income tax liability                                $27,125         $26,711
---------------------------------------------------------------------------------------------------

The calculation of Pre-Tax Income is as follows:

                                                                                2001           2000           1999
------------------------------------------------------------------------------------------------------------------
Pre-Tax Income
   Net Income Before Preferred Dividends                                      $8,439         $7,896         $7,818
   Minority Interest Included (Deducted) Above                                    --            (19)            18
   Income Taxes                                                                3,680          4,101          5,248
------------------------------------------------------------------------------------------------------------------
              Total Pre-Tax Income                                           $12,119        $11,978        $13,084
------------------------------------------------------------------------------------------------------------------

In accordance with required regulatory treatment, deferred income taxes are not provided for certain timing differences. This treatment, along with other items, causes differences between the statutory income tax rate and the effective income tax rate. The differences between the effective income tax rate recorded by the Company and the statutory Federal tax rate are as follows:

                                                                               2001            2000           1999
------------------------------------------------------------------------------------------------------------------
Federal Statutory Income Tax Rate                                             34.0%           34.0%         34.0%
   Tax Effect of Differences:
       State Income Taxes Net of Federal Benefit:
           State Income Tax Excluding Land Donation Credit                     3.3%            3.4%          4.0%
           Land Donation Credit                                               (5.5%)         (2.9%)             --
       Depreciation                                                            1.2%            1.8%          1.2%
       Charitable Contribution - Land Donation                                (4.5%)         (2.1%)             --
       Pension Costs                                                            .6%             .3%           .2%
       Debt Refinancing Costs                                                   .2%             .2%           .2%
       Non-deductible Merger Costs                                             1.0%            1.5%            .4%
       Bad Debt                                                                   --          (.9%)            .6%
       Other                                                                    .1%          (1.1%)         (.5%)
------------------------------------------------------------------------------------------------------------------
              Effective Income Tax Rate                                       30.4%           34.2%         40.1%
------------------------------------------------------------------------------------------------------------------

NOTE 5: COMMON STOCK
On August 6, 2001, at a Special Meeting of the Company's shareholders, the shareholders approved an amendment to the Company's Amended and Restated Certificate of Incorporation increasing the number of authorized shares of no par value common stock to 15,000,000 from 7,500,000 shares. A summary of the changes in the common stock accounts for the period of January 1, 1999 through December 31, 2001, appears below:

                                                                            Issuance
(In thousands, except share data)                                Shares       Amount        Expense          Total
------------------------------------------------------------------------------------------------------------------
Balance, January 1, 1999 (restated)                           7,580,880      $45,872       $(1,385)        $44,487

   Stock and equivalents issued through
       Performance Stock Program                                 15,261          251             --            251
------------------------------------------------------------------------------------------------------------------
Balance, December 31, 1999 (restated)                         7,596,141       46,123        (1,385)         44,738

   Stock and equivalents issued through
       Performance Stock Program                                  8,453          227             --            227
------------------------------------------------------------------------------------------------------------------
Balance, December 31, 2000 (restated)                         7,604,594       46,350        (1,385)         44,965

   Purchase Minority Interest of Barnstable

       Holding Company                                               --          125             --            125
   Stock Split - fractional shares                                (752)           --           (11)           (11)
   Stock and equivalents issued through
       Performance Stock Program                                  5,353          457             --            457
   Stock Options Exercised                                       40,167          810            (4)            806
------------------------------------------------------------------------------------------------------------------
Balance, December 31, 2001 (1)                                7,649,362      $47,742       $(1,400)        $46,342
------------------------------------------------------------------------------------------------------------------
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(1) Includes 999 restricted and 31,170 common stock equivalent shares issued through the Performance Stock Program through December 31, 2001.
The Company's Shareholder Rights Plan was authorized by the Board of Directors on August 12, 1998. Pursuant to the Plan, the Board authorized a dividend distribution of one Right to purchase one one-hundredth of a share of Series A Junior Participating Preference Stock of the Company for each outstanding share of the Company's common stock. The distribution was effected October 11, 1998.
Upon the terms of the Shareholder Rights Plan, each Right will entitle shareholders to buy one one-hundredth of a share of Series A Junior Participating Preference Stock at a purchase price of $90, and the Rights will expire October 11, 2008. The Rights will be exercisable only if a person or group acquires 15% or more of the Company's common stock or announces a tender or exchange offer for 15% or more of the Company's common stock. The Board will be entitled to redeem the Rights at $0.01 per Right at any time before such acquisition occurs and upon certain conditions after such a position has been acquired.
Upon the acquisition of 15% or more of the Company's common stock by any person or group, each Right will entitle its holder to purchase, at the Right's purchase price, a number of shares of the Company's common stock having a market value equal to twice the Right's purchase price. In such event, Rights held by the acquiring person will not be allowed to purchase any of the Company's common stock or other securities of the Company. If, after the acquisition of 15% or more of the Company's common stock by any person or group, the Company should consolidate with or merge with and into any person and the Company should not be the surviving company, or, if the Company should be the surviving company and all or part of its common stock should be exchanged for the securities of any other person, or if more than 50% of the assets or earning power of the Company were sold, each Right (other than Rights held by the acquiring person, which will become void) will entitle its holder to purchase, at the Right's purchase price, a number of shares of the acquiring Company's common stock having a market value at that time equal to twice the Right's purchase price.
The Company may not pay any dividends on its common stock unless full cumulative dividends to the preceding dividend date for all outstanding shares of Preferred Stock of the Company have been paid or set aside for payment. All such Preferred Stock dividends have been paid.
NOTE 6: ANALYSIS OF RETAINED EARNINGS
The summary of the changes in Retained Earnings for the period of January 1, 1999 through December 31, 2001, appears below:

(In thousands)                                                                 2001            2000           1999
------------------------------------------------------------------------------------------------------------------
Balance, Beginning of Year (restated)                                       $22,145         $20,177        $18,085
Income Before Preferred Stock Dividends                                       8,439           7,896          7,818
------------------------------------------------------------------------------------------------------------------
                                                                             30,574          28,073         25,903
------------------------------------------------------------------------------------------------------------------


Dividends Declared:
   Cumulative Preferred Stock, Series A, $.80 Per Share                          12              12             12
   Cumulative Preferred Stock, Series $.90, $.90 Per Share                       26              26             26


   Common Stock:
       2001 $0.80 Per Share                                                   6,105              --             --
       2000 $0.77 Per Share                                                      --           5,890             --
       1999 $0.75 Per Share                                                      --              --          5,688
------------------------------------------------------------------------------------------------------------------
                                                                              6,143           5,928          5,726
------------------------------------------------------------------------------------------------------------------
Balance, End of Year                                                        $24,441         $22,145        $20,177
------------------------------------------------------------------------------------------------------------------

NOTE 7: FAIR VALUE OF FINANCIAL INSTRUMENTS
The following methods and assumptions were used to estimate the fair value of each of the following financial instruments.
CASH - The carrying amount approximates fair value.
LONG-TERM DEBT - The fair value of the Company's fixed rate long-term debt is based upon borrowing rates currently available to the Company. As of December 31, 2001 and 2000, the estimated fair value of the Company's long-term debt was $62,726,000 and $64,268,000, respectively, as compared to the carrying amounts of $63,953,000 and $66,283,000, respectively.
CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
F-12
The fair values shown above have been reported to meet the disclosure requirements of Statement of Financial Accounting Standards No. 107, "Disclosures About Fair Values of Financial Instruments" and do not purport to represent the amounts at which those obligations would be settled.
NOTE 8: LONG-TERM DEBT
Long-Term Debt at December 31, consisted of the following:

(In thousands)                                                                                 2001           2000
------------------------------------------------------------------------------------------------------------------

The Connecticut Water Company
   First Mortgage Bonds:
       5.875%     Series R, Due 2022                                                        $14,670        $14,670
       6.65%      Series S, Due 2020                                                          8,000          8,000
       5.75%      Series T, Due 2028                                                          5,000          5,000
       5.3%       Series U, Due 2028                                                          4,550          4,550
       6.94%      Series V, Due 2029                                                         12,050         12,050
------------------------------------------------------------------------------------------------------------------
                                                                                             44,270         44,270

   Unsecured Water Facilities Revenue Refinancing Bonds
       5.05%      1998 Series A, Due 2028                                                     9,705          9,770
       5.125%     1998 Series B, Due 2028                                                     7,770          7,830
------------------------------------------------------------------------------------------------------------------
                                                                                             17,475         17,600

   Other
       5.5%       Unsecured Promissory Note, Due 2002                                            37             71
------------------------------------------------------------------------------------------------------------------

       Total Connecticut Water Company                                                       61,782         61,941


Crystal Water Utilities Corporation
       8.0%       Westbank (formerly Cargill Bank), Due 2017                                    126            130
------------------------------------------------------------------------------------------------------------------

Crystal Water Company of Danielson
       7.82%      Connecticut Development Authority, Due 2020                                   495            507
       8.0%       Westbank (formerly Cargill Bank), Due 2011                                  2,033          2,170
------------------------------------------------------------------------------------------------------------------
       Total Crystal Water Company of Danielson                                               2,528          2,677


Chester Realty
       6%         Note Payable, Due 2006                                                         97            115
------------------------------------------------------------------------------------------------------------------

Barnstable Water Company
       10.2%      Indianapolis Life Insurance, Due 2011                                       1,625          1,700
------------------------------------------------------------------------------------------------------------------

       Total Connecticut Water Service, Inc.                                                 66,158         66,563

           Less Current Portion                                                              (2,205)          (280)
------------------------------------------------------------------------------------------------------------------

                 Total Long-Term Debt                                                       $63,953        $66,283
------------------------------------------------------------------------------------------------------------------

The Company's principal payments required for years 2002 - 2006 are as follows:
(In thousands)

2002  -   $ 2,205
2003  -   $   139
2004  -   $   142
2005  -   $   156
2006  -   $   123

Substantially all utility plant is pledged as collateral for long-term debt.
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There are no mandatory sinking fund payments required on Connecticut Water Company's outstanding First Mortgage Bonds or the Unsecured Water Facilities Revenue Refinancing Bonds. However, the Series R First Mortgage Bonds and the 1998 Series A and B Unsecured Water Facilities Revenue Refinancing Bonds provide for an estate redemption right whereby the estate of deceased bondholders or surviving joint owners may submit bonds to the Trustee for redemption at par subject to a $25,000 per individual holder and a 3% annual aggregate limitation.
The call price of the Series R bonds will reduce annually until the year 2003, when the call price becomes 100%. Series R bonds are callable for redemption at 101.0% from September 1, 2001 through August 31, 2002.
The other outstanding bonds may be initially called for redemption by the Company at the following dates and prices - Series S, December 15, 2003 at 102%; Series T, July 1, 2003 and Series U, September 1, 2003 at 100% plus accrued interest to the date of redemption; Series V, January 1, 2004 at 103.5%, 1998 Series A and B Unsecured Water Facilities Revenue Refinancing Bonds, March 1, 2008 at 100% plus accrued interest.
The Crystal Water Company of Danielson's loan with Westbank (formerly Cargill Bank), with a final maturity date of February 2011; contains a prepayment premium of 1% of the outstanding balance during the fifth year (February 2001) through and including the seventh year (February 2003) of the Loan. As of December 31, 2001 the Company intends to prepay this note in 2002.
Barnstable Water Company's note payable has been unconditionally guaranteed by the Company. The note agreement with Indianapolis Life Insurance Company requires the Company to meet certain financial covenants, restricts the Company's ability to incur additional debt unless certain financial tests are met, restricts liens to secure additional long-term borrowings, restricts the type of investments that the Company can purchase and contains a significant prepayment premium. The Company was in compliance with the restrictive covenants at December 31, 2001.
NOTE 9: PREFERRED STOCK
The Company's Preferred Stock at December 31, consisted of the following:

(In thousands, except share data)                                                              2001           2000
------------------------------------------------------------------------------------------------------------------
Connecticut Water Service, Inc.
   Cumulative Series A Voting, $20 Par Value; Authorized, Issued and
       Outstanding 15,000 Shares                                                               $300           $300
   Cumulative Series $.90 Non-Voting, $16 Par Value; Authorized 50,000
       Shares, Issued and Outstanding 29,499 Shares                                             472            472
------------------------------------------------------------------------------------------------------------------
                                                                                                772            772
Barnstable Water Company
   6% Cumulative, $100 Par Value; Authorized, Issued and
       Outstanding 750 Shares                                                                    75             75
------------------------------------------------------------------------------------------------------------------
           Total  Preferred Stock                                                              $847           $847
==================================================================================================================

All or any part of any series of either class of the Company's issued Preferred Stock may be called for redemption by the Company at any time. The per share redemption prices of the Series A and Series $.90 Preferred Stock, if called by the Company, are $21.00 and $16.00, respectively.
The Company is authorized to issue 400,000 shares of an additional class of Preferred Stock, $25 par value, the general preferences, voting powers, restrictions and qualifications of which are similar to the Company's existing Preferred Stock. No shares of the $25 par value Preferred Stock have been issued.
The Company is also authorized to issue 1,000,000 shares of $1 par value Preference Stock, junior to the Company's existing Preferred Stock in rights to dividends and upon liquidation of the Company. 150,000 of such shares have been designated as "Series A Junior Participating Preference Stock". Pursuant to the Shareholder Rights Plan, described in Note 5, the Company keeps reserved and available for issuance one one-hundredth of a share of Series A Junior Participating Preference Stock for each outstanding share of the Company's common stock.
Barnstable Water Company paid Preferred Dividends of $4,500 in 2001, 2000 and 1999. These Dividends are included in the Other category of the Other Income (Deductions) section of the Income Statement. These preferred shareholders have 1/10 of a common vote for matters related to Barnstable Water Company.
NOTE 10: BANK LINES OF CREDIT
The Company has a total of $9,000,000 in lines of credit provided by two banks. The lines of credit expire in April and May of 2002. We expect both lines of credit to be renewed. The total available on the lines of credit as of December 31, 2001 was $7,175,000. Bank commitment fees associated with the lines of credit were approximately $22,500, $24,750, and $25,000 in 2001, 2000, and 1999 respectively.
At December 31, 2001 and 2000, the weighted average interest rates on short-term borrowings outstanding were 2.31% and 7.25%, respectively.
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NOTE 11: UTILITY PLANT AND CONSTRUCTION PROGRAM
The components of utility plant and equipment at December 31, are as follows:

(In thousands)                                                               2001              2000
---------------------------------------------------------------------------------------------------
Land                                                                       $  9,404        $  9,340
Source of Supply                                                             17,087          16,090
Pumping                                                                      20,331          19,134
Water Treatment                                                              44,585          44,173
Transmission and Distribution                                               159,924         153,370
General (including intangible)                                               15,784          15,046
Held for Future Use                                                             460             481
---------------------------------------------------------------------------------------------------
       Total                                                               $267,575        $257,634
---------------------------------------------------------------------------------------------------

The amounts of depreciable utility plant at December 31, 2001 and 2000 included in total utility plant were $249,775,000 and $237,149,000, respectively.
Our water companies are engaged in continuous construction programs. Estimated annual capital expenditures, net of amounts financed by customer advances and contributions in aid of construction, are expected to be approximately $10,155,000 during 2002, $9,124,000 during 2003, and $9,403,000 in 2004. During the period 2005 to 2006, construction expenditures for routine improvements to the water distribution system are expected to be approximately $8,000,000 each year.
NOTE 12: TAXES OTHER THAN INCOME TAXES
Taxes Other than Income Taxes consist of the following:

(In thousands)                                                                 2001            2000           1999
------------------------------------------------------------------------------------------------------------------

Municipal Property Taxes                                                      $3,788         $4,070         $3,817
Payroll Taxes                                                                    600            588            579
------------------------------------------------------------------------------------------------------------------

         Total                                                                $4,388         $4,658         $4,396
------------------------------------------------------------------------------------------------------------------

NOTE 13: PENSION AND OTHER POST-RETIREMENT EMPLOYEE BENEFITS
GENERAL - As of December 31, 2001, Connecticut Water Company had 161 employees, Gallup 4, Crystal 6, Connecticut Water Emergency Services 1, and Barnstable Water Company 9, for a total of 181 employees. The Company's officers are employees of The Connecticut Water Company. Employee expenses are charged between companies as appropriate.
ALL COMPANIES EXCLUDING BARNSTABLE:
PENSION - The Company and certain of its subsidiaries have noncontributory defined benefit pension plans covering qualified employees. In general, the Company's policy is to fund accrued pension costs as permitted by Federal income tax and ERISA regulations. No funding was made for 2001. In 2000, a funding of $105,000 was made.
POST-RETIREMENT BENEFITS OTHER THAN PENSION (PBOP) - In addition to providing pension benefits, the subsidiary company, The Connecticut Water Company provides certain medical, dental and life insurance benefits to retired employees partially funded by a 501(c)(9) Voluntary Employee Beneficiary Association Trust that has been approved by the DPUC. Substantially all of The Connecticut Water Company's employees may become eligible for these benefits if they retire on or after age 55 with 10 years of service. The contributions for calendar years 2001, 2000, and 1999, were $473,100 for each year.
A deferred regulatory asset has been recorded to reflect the amount which represents the future operating revenues expected to be recovered in customer rates under FAS 106. In 1997, The Connecticut Water Company requested and received approval from the DPUC to include FAS 106 costs in customer rates. The DPUC's 1997 limited reopener of The Connecticut Water Company's general rate proceeding allowed it to increase customer rates $208,000 annually for FAS 106 costs. The Connecticut Water Company's current rates now allow for recovery of $473,100 annually for post-retirement benefit costs other than pension.
The Connecticut Water Company has elected to recognize the transition obligation on a delayed basis over a period equal to the plan participants' 21.6 years of average future service.
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The following tables set forth the funded status of the Company's retirement plans and post-retirement health care benefits at December 31, the latest valuation date:

                                                            PENSION BENEFITS                   OTHER BENEFITS
(In thousands)                                           2001             2000             2001             2000
-----------------------------------------------------------------------------------------------------------------
Change in Benefit Obligation:

Benefit obligation, beginning of year                 $ 16,119         $ 13,505         $  4,037         $  3,863
Service Cost                                               582              528              190              141
Interest Cost                                            1,163            1,060              276              283
Plan Participant Contributions                             N/A              N/A               40               37
Plan Amendments                                             16               --               --               --
Actuarial loss/(gain)                                      387            1,723              (43)               2
Benefits paid                                             (928)            (697)            (329)            (289)
-----------------------------------------------------------------------------------------------------------------
Benefit obligation, end of year                       $ 17,339         $ 16,119         $  4,171         $  4,037
-----------------------------------------------------------------------------------------------------------------
Change in Plan Assets:

Fair Value, beginning of year                         $ 19,218         $ 19,367         $  2,545         $  2,459
Actual return on plan assets                              (120)             443              (45)            (134)
Employer contribution                                       --              105              473              473
Participants' contributions                                N/A              N/A               40               36
Benefits paid                                             (928)            (697)            (329)            (289)
-----------------------------------------------------------------------------------------------------------------
Fair Value, end of year                               $ 18,170         $ 19,218         $  2,684         $  2,545
-----------------------------------------------------------------------------------------------------------------
Funded Status                                         $    831         $  3,099         $ (1,487)        $ (1,492)
Unrecognized net actuarial gain                         (3,780)          (6,039)          (1,175)          (1,440)
Unrecognized transition obligation                          22               (8)           1,814            1,979
Unrecognized prior service cost                          1,122            1,207              N/A              N/A
-----------------------------------------------------------------------------------------------------------------
Accrued Cost                                          $ (1,805)        $ (1,741)        $   (848)        $   (953)
-----------------------------------------------------------------------------------------------------------------
Weighted-average assumptions as of December 31:
         Discount rate                                    7.25%             7.5%            7.25%             7.5%
         Expected return on plan assets                    8.0%             8.0%             5.0%             5.0%
         Rate of compensation increase                     4.5%             4.5%             N/A              N/A
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                                                              PENSION BENEFITS                    OTHER BENEFITS

(IN THOUSANDS)                                          2001        2000        1999        2001       2000        1999
-----------------------------------------------------------------------------------------------------------------------
Components of net periodic benefit costs
Service cost                                            $582        $528        $552        $190       $141        $173
Interest cost                                          1,163       1,060       1,018         276        283         268
Expected return on plan assets                        (1,397)     (1,306)     (1,210)       (128)      (110)        (94)

Amortization of:
    Unrecognized net transition asset                    (30)        (30)        (30)        165        165         165
    Unrecognized net (gain)/loss                        (356)       (269)       (144)       (135)      (135)       (106)
    Unrecognized prior service cost                      101          48          47          --         --          --
Settlement (gain)/loss                                    --          --        (185)         --         --          --
-----------------------------------------------------------------------------------------------------------------------
Net Periodic Pension Costs                               $63         $31         $48        $368       $344        $406
-----------------------------------------------------------------------------------------------------------------------

In determining the 2001 accumulated post-retirement benefit obligation, health care cost trends were assumed to be 8.5% grading 0.5% per year to 4%. In comparison, the 2000 health care cost trends were assumed to be 5.5%.
Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A one-percentage-point change in assumed health care cost trend rates would have the following effects:

                                                                       1-PERCENTAGE-POINT              1-PERCENTAGE-POINT
(In thousands)                                                              INCREASE                       DECREASE
-------------------------------------------------------------------------------------------------------------------------
Effect on total of service and interest cost components                      $   72                        $    (59)
Effect on post-retirement benefit obligation                                 $  468                        $   (396)
-------------------------------------------------------------------------------------------------------------------------

SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN - Connecticut Water provides additional pension benefits to senior management through a supplemental executive retirement plan. At December 31, 2001 the actuarial present value of the projected benefit obligation was $729,000. Expense associated with this plan was $93,000 for 2001, $102,000 for 2000, and $76,000 for 1999.
SAVINGS PLAN - The Company and certain of its subsidiaries maintains an employee savings plan which allows participants to contribute from 1% to 15% of pre-tax compensation. The Company matches 50 cents for each dollar contributed by the employee up to 4% of the employee's compensation. The contribution charged to expense in 2001, 2000 and 1999 was $150,000, $139,000, and $127,000, respectively.
Effective for 1999 the Plan was modified to create the possibility for an "incentive bonus" contribution to the 401(k) plan tied to the attainment of a specific goal or goals to be identified each year. If the specific goal or goals are attained by the end of the year, all employees, except officers and certain key employees, will receive up to an additional 1% of their annual base salary as a direct contribution to their 401(k) account. In 1999 the goal was not met and therefore no incentive contribution was made. An incentive bonus of .6% of base pay, or $41,000 and $37,000, was awarded in 2001 and 2000, respectively.
BARNSTABLE WATER:
PENSION - Barnstable Water Company has a trusteed, non-contributory defined benefit retirement plan (the Pension Plan) which covers all employees who have completed one year of service. Benefits under the Pension Plan are based on credited years of service and "average earnings", as defined in the Pension Plan. Contributions of $55,000 were made in both 2001 for the 2000 plan year and in 2000 for the 1999 plan year. The Company expects to make a contribution of approximately $45,000 for the 2001 plan year in 2002.
POST-RETIREMENT BENEFITS OTHER THAN PENSION (PBOP) - In addition to providing pension benefits, Barnstable Water provides certain health care benefits to eligible retired employees. The Company has incurred annual expenses for PBOP of $12,000, $11,000 and $14,000 for 2001, 2000 and 1999, respectively. The Company's PBOP currently is not funded.
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BARNSTABLE WATER:

                                                          PENSION BENEFITS                   OTHER BENEFITS
(In thousands)                                          2001           2000                2001            2000
----------------------------------------------------------------------------------------------------------------
Change in Benefit Obligation:

Benefit obligation, beginning of year                 $ 1,347         $ 1,305            $    86         $    78
Service Cost                                               32              32                  4               3
Interest Cost                                              98             102                  6               6
Actuarial loss/(gain)                                     (12)            (16)               (10)              2
Benefits paid                                             (84)            (76)                (3)             (3)
----------------------------------------------------------------------------------------------------------------

Benefit obligation, end of year                       $ 1,381         $ 1,347            $    83         $    86
----------------------------------------------------------------------------------------------------------------

Change in Plan Assets:

Fair Value, beginning of year                         $ 1,301         $ 1,422            $    --         $    --
Actual return on plan assets                              (99)           (100)                 3              --
Employer contribution                                      55              55                 --              --
Participants' contributions                               N/A             N/A                 --              --
Benefits paid                                             (84)            (76)                (3)             --
----------------------------------------------------------------------------------------------------------------

Fair Value, end of year                               $ 1,173         $ 1,301            $    --         $    --
----------------------------------------------------------------------------------------------------------------

Funded Status                                         $  (208)        $   (46)           $   (83)        $   (86)
Unrecognized net actuarial (gain)/loss                    152             (41)                54             (48)
Unrecognized transition obligation                         39              49                 76              --
Unrecognized prior service cost                            31              37                 --              82
----------------------------------------------------------------------------------------------------------------

Prepaid/(Accrued) Cost                                $    14         $    (1)           $   (61)        $   (52)
----------------------------------------------------------------------------------------------------------------

Weighted-average assumptions as of December 31:
         Discount rate                                   7.25%            7.5%              7.25%            7.5%
         Expected return on plan assets                   8.0%            8.0%               N/A             N/A
         Rate of compensation increase                    4.5%            4.5%               N/A             N/A

                                                        PENSION BENEFITS                       OTHER BENEFITS

(IN THOUSANDS)                                  2001         2000         1999         2001         2000         1999
---------------------------------------------------------------------------------------------------------------------
Components of net periodic benefit costs
Service cost                                   $  32        $  32        $  27        $   4        $   3        $   4
Interest cost                                     98          102           97            6            6            7
Expected return on plan assets                  (105)        (116)        (100)          --           --           --

Amortization of:
    Unrecognized net transition asset             10           10           10            6            6            6
    Unrecognized net (gain) loss                  --           (8)          (4)          (4)          (4)          (3)
    Unrecognized prior service cost                6            6            6           --           --           --
---------------------------------------------------------------------------------------------------------------------
Net Periodic Pension Costs (Income)            $  41        $  26        $  36        $  12        $  11        $  14
---------------------------------------------------------------------------------------------------------------------

In determining the 2001 accumulated post-retirement benefit obligation, health care cost trends were assumed to be 8.5% grading 0.5% per year to 4%. In comparison, the 2000 health care cost trends were assumed to be 5.5%.
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NOTE 14: STOCK-BASED COMPENSATION PLAN
The Company has two components to its Stock-Based Compensation Plan (the Plan):
The Stock Option Program (SOP) and the Performance Stock Program (PSP). In total under the Plan there are 450,000 shares authorized and 85,060 shares available at December 31, 2001.
STOCK OPTION PROGRAM - In 1999 the Company's shareholders approved an amendment to its PSP to permit the issuance of stock options to officers and key employees. The Company accounts for this plan under APB Opinion No. 25, under which no compensation cost has been recognized in the Consolidated Statements of Income. On a pro forma basis, the Company's net income and earnings per share would have been the following amounts had compensation cost for the SOP been determined consistent with SFAS No. 123, "Accounting for Stock-Based Compensation FAS 123." Under FAS 123, the Company would have been required to value such options at fair value and record such amounts in the financial statements as compensation expense.

                                                                               2001           2000
                                                                               ----           ----
Net income (in thousands):
         As reported                                                          $8,401         $7,858
         Pro forma                                                            $8,137         $7,676

Earnings Per Share:
         As reported                                                          $1.10          $ 1.03
         Pro forma                                                            $1.07          $ 1.01

For purposes of this calculation, the Company arrived at the fair value of each stock grant at the date of grant by using the Black Scholes Option Pricing model with the following weighted average assumptions used for grants for the years ended December 31, 2001 and 2000.

                                                                                2001           2000
                                                                                ----           ----
Expected life (years)                                                           9.40           9.85
Risk-free interest rate (percentage)                                            5.07           5.12
Volatility (percentage)                                                        27.36          32.01
Dividend yield                                                                  2.70           3.90

Options begin to become exercisable one year from the date of grant. Vesting period range between one to five years.
The per share weighted average fair value for stock options granted during 2001 and 2000 were $8.67 and $5.87 respectively.

                                                                 For the Years Ended December 31,
                                         ---------------------        ---------------------       ----------------------
                                                 2001                         2000                       1999
                                         ---------------------        ---------------------       ----------------------
                                                       WEIGHTED                    Weighted                    Weighted
                                                       AVERAGE                      Average                     Average
                                                      EXERCISE                     Exercise                     Exercise
                                         SHARES         PRICE         Shares        Price          Shares        Price
                                         ---------------------        ---------------------       ----------------------
Options:
   Outstanding, beginning of year        236,228        $18.39        191,586       $17.92             --       $   --
   Granted                                33,750         22.99         44,642        21.64        191,586        17.92
   Terminated                                 --            --             --           --             --           --
   Exercised                             (40,167)        16.22             --           --             --           --
                                         ---------------------        ---------------------       ----------------------
   Outstanding, end of year              229,811         20.18        236,228        18.39        191,586        17.92
                                         ---------------------        ---------------------       ----------------------
   Exercisable, end of year               47,630        $19.94         38,319       $17.92             --       $   --
                                         ---------------------        ---------------------       ----------------------
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Options exercised during 2001 ranged in price from $14.83 per share to $27.95 per share. The following table summarizes the price ranges of the options outstanding and options exercisable as of December 31, 2001:

                                                      OPTIONS OUTSTANDING                   OPTIONS EXERCISABLE
                                             -------------------------------------        ----------------------
                                                            WEIGHTED      WEIGHTED                      WEIGHTED
                                                            AVERAGE       AVERAGE                       AVERAGE
                                                           REMAINING      EXERCISE                      EXERCISE
                                             SHARES        LIFE (YEARS)    PRICE             SHARES       PRICE
                                             -------------------------------------        ----------------------
RANGE OF PRICES:

$ 14.00 - $ 19.99                             80,217            7.3        $ 14.83           12,583      $ 14.83
$ 20.00 - $ 25.99                            115,844            8.3          21.61           35,047        21.78
$ 26.00 - $ 31.99                             33,750            9.9          27.95               --           --
                                             -------------------------------------        ----------------------
                                             229,811            8.2        $ 20.18           47,630      $ 19.94
                                             =====================================        ======================

PERFORMANCE STOCK PROGRAM - Under the Company's PSP, restricted shares of Common Stock may be awarded annually to officers and key employees. To the extent that the goals established by the Compensation Committee have been attained, the restrictions on the stock are removed. Amounts charged to expense pursuant to the PSP were $349,000, $227,000 and $216,000, for 2001, 2000 and 1999, respectively.
NOTE 15: SEGMENT REPORTING
Our Company operates principally in three segments: water activities, real estate transactions and services and rentals. The water segment is comprised of our core regulated water activities to supply water to our customers. Our real estate transactions segment involves selling or donating for income tax benefits our limited excess real estate holdings. Our services and rentals segment provides services on a contract basis and leases certain of our properties to others. The accounting policies of each reportable segment are the same as those described in the summary of significant accounting policies. Financial data for reportable segments is as follows:
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                                                                                         Interest
                                                                                          Expense
                                                                                            and
                                                                                         Preferred
                                                                Other                     Dividend
                                                               Operating    Other Income   (net of    Income     Net
(In thousands)                     Revenues      Depreciation  Expenses    (Deductions)     AFUDC)    Taxes     Income
----------------------------------------------------------------------------------------------------------------------
For the year ended
       December 31, 2001
Water Activities                   $45,392         $ 4,837     $24,402         $(273)      $ 4,231   $ 4,741   $ 6,908
Real Estate Transactions                --              --         145             --           --   (1,266)     1,121
Services and Rentals                 2,431              15       1,839             --           --       205       372
----------------------------------------------------------------------------------------------------------------------
      Total                        $47,823         $ 4,852     $26,386         $(273)      $ 4,231   $ 3,680   $ 8,401
======================================================================================================================
For the year ended
       December 31, 2000
Water Activities                   $43,997          $4,718     $23,058         $(228)       $4,369    $4,564    $7,060
Real Estate Transactions               166              --         253             --           --     (619)       532
Services and Rentals                 2,394              13       1,936             --           23       156       266
----------------------------------------------------------------------------------------------------------------------
      Total                        $46,557          $4,731     $25,247         $(228)       $4,392    $4,101    $7,858
======================================================================================================================
For the year ended
       December 31, 1999
Water Activities                   $45,171          $4,593     $23,627          $(48)       $4,278    $5,097    $7,528
Real Estate Transactions               447              --         286             --           --        64        97
Services and Rentals                 1,969              32       1,669             --           26        87       155
----------------------------------------------------------------------------------------------------------------------
      Total                        $47,587          $4,625     $25,582          $(48)       $4,304    $5,248    $7,780
======================================================================================================================

At December 31 (in thousands)                                                                2001            2000
                                                                                           -----------------------
Total Plant and Other Investments:
Water                                                                                      $204,750       $195,379
Non-water                                                                                       914            829
                                                                                           -----------------------
                                                                                            205,664        196,208
                                                                                           =======================
Other Assets:
Water                                                                                        25,630         25,901
Non-water                                                                                       420            437
                                                                                           -----------------------
                                                                                             26,050         26,338
                                                                                           -----------------------

Total Assets                                                                               $231,714       $222,546
                                                                                           =======================

CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
F-21
NOTE 16: COMMITMENTS AND CONTINGENCIES
POTENTIAL FUTURE LAND DONATIONS, 2002 - 2004 - On January 31, 2001 we signed an agreement to donate to the Town of Killingly, Connecticut approximately 365 acres of unimproved land for protected open space purposes. This land donation will be broken down into three different parcels with one of the parcels being donated each year from 2002 through 2004. Under current tax law, these donations in total will result in reduced federal and state income taxes of approximately $2,000,000. On March 1, 2001 we signed an agreement to donate to the Town of Avon, Connecticut approximately 10 acres in 2002 of unimproved land for protected open space purposes. The necessary town and state approvals have been obtained. Under current tax law, the donation will result in reduced federal and state income taxes of approximately $162,000.
PREPAYMENT OF NOTE - On January 30, 2002 Crystal Water Company paid off its long-term 8% fixed rate note to Westbank with short-term 2.205% variable rate borrowing on the Company's line of credit. The payment of approximately $2,063,000 included a prepayment penalty of approximately $20,000. The note was paid off to release the lien on the land scheduled to be donated to the Town of Killingly in the years 2002 through 2004.
HUNGERFORDS - In 1999, we formed a three-year joint venture with Hungerfords, Inc., a pump service provider, which has been in business in Connecticut for over 75 years. If specific financial targets are met, the Company will purchase Hungerfords in the second half of 2002.
UNIONVILLE - In late 2001, we signed a letter of intent with Unionville Water Company, located in Farmington, Connecticut to purchase Unionville by exchanging Company stock with a value of approximately $6.3 million for all outstanding Unionville stock. In February 2002 the Company entered into a definitive agreement with Unionville that is subject to approval by shareholders of Unionville and regulatory agencies.
REVERSE PRIVATIZATION - Our water companies derive their rights and franchises to operate from State law that are subject to alteration, amendment or repeal and do not grant permanent exclusive rights to our service areas. Our franchises are free from burdensome restrictions, are unlimited as to time, and authorize us to sell potable water in all towns we now serve. There is the possibility that states could revoke our franchises and allow a governmental entity to take over some or all of our systems. From time to time such legislation is contemplated.
ENVIRONMENTAL AND WATER QUALITY REGULATION - The Company is subject to environmental and water quality regulations. Costs to comply with environmental and water quality regulations are substantial. We are currently in compliance with current regulations, but the regulations are subject to change. The costs to comply with future changes in state or federal regulations, which could require us to modify current filtration facilities and/or construct new ones, or to replace any reduction of the safe yield from any of our current sources of supply, could be substantial.
CONSTRUCTION - Our water companies' estimated capital expenditures for 2002 are $10,155,000. These capital expenditures are net of amounts financed by customer advances and contributions in aid of construction. These expenditures are expected to be financed primarily with internally generated funds.
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NOTE 17: QUARTERLY FINANCIAL DATA (UNAUDITED)
Selected quarterly financial data for the years ended December 31, 2001 and 2000 appears below:
(In thousands, except for per share data)

                                                                                     Net Income         Basic Earnings Per
                                                              Utility               Applicable to            Average
                                 Operating Revenues       Operating Income          Common Stock            Common Share




                                  2001        2000        2001        2000        2001        2000       2001       2000
--------------------------------------------------------------------------------------------------------------------------
First Quarter                   $ 10,228    $ 10,225    $  2,465    $  2,549     $ 2,275     $ 1,542      $0.30     $ 0.20
Second Quarter                    10,974      10,834       2,851       2,867       1,914       1,876       0.25       0.25
Third Quarter                     13,538      12,353       3,887       3,775       2,945       2,678       0.39       0.35
Fourth Quarter                    10,652      10,585       2,111       2,471       1,267       1,762       0.16       0.23
                                ------------------------------------------------------------------------------------------

     Year                       $ 45,392    $ 43,997    $ 11,314    $ 11,662     $ 8,401     $ 7,858      $1.10     $ 1.03
                                ==========================================================================================
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EXHIBIT
NUMBER                              DESCRIPTION
3.1                 Certificate of Incorporation of Connecticut Water Service,
                    Inc. amended and restated as of April, 1998. (Exhibit 3.1 to
                    Form 10-K for the year ended 12/31/98).

3.2                 By-Laws, as amended, of Connecticut Water Service, Inc. as
                    amended and restated as of August 12, 1999. (Exhibit 3.2 to
                    Form 10-K for the year ended 12/31/99).

3.3                 Certification of Incorporation of The Connecticut Water
                    Company effective April, 1998. (Exhibit 3.3 to Form 10-K for
                    the year ended 12/31/98).

3.4*                Certificate of Amendment to the Certificate of Incorporation
                    of Connecticut Water Service, Inc. dated August 6, 2001.

4.1                 Indenture of Mortgage and Deed of Trust from The Connecticut
                    Water Company to The Connecticut Bank and Trust Company,
                    Trustee, dated as of June 1, 1956. (Exhibit 4.3(a) to
                    Registration Statement No. 2-61843)

4.2                 Supplemental Indentures thereto dated as of

                    (i)       February 1, 1958 (Exhibit 4.3(b) (i) to
                              Registration Statement No. 2-61843)

                              (ii)      September 1, 1962 (Exhibit 4.3(b) (ii)
                                        to Registration Statement No. 2-61843)

                              (iii)     January 1, 1966 (Exhibit 4.3(b) (iii) to
                                        Registration Statement No. 2-61843)

                              (iv)      July 1, 1966 (Exhibit 4.3(b) (iv) to
                                        Registration Statement No. 2-61843)

                              (v)       January 1, 1971 (Exhibit 4.3(b) (v) to
                                        Registration Statement No. 2-61843)

                              (vi)      September 1, 1974 (Exhibit 4.3(b) (vi)
                                        to Registration Statement No. 2-61843)

                              (vii)     December 1, 1974 (Exhibit 4.3(b) (vii)
                                        to Registration Statement No. 2-61843)

                              (viii)    January 1, 1976 (Exhibit 4(b) to Form
                                        10-K for the year ended 12/31/76)

                              (ix)      January 1, 1977 (Exhibit 4(b) to Form
                                        10-K for the year ended 12/31/76)

                              (x)       September 1, 1978 (Exhibit 2.12(b) (x)
                                        to Registration Statement No. 2-66855)

                              (xi)      December 1, 1978 (Exhibit 2.12(b) (xi)
                                        to Registration Statement No. 2-66855)

                              (xii)     June 1, 1979 (Exhibit 2.12(b) (xii) to
                                        Registration Statement No. 2-66855)

                              (xiii)    December 1, 1983 (Exhibit 4.2 (xiii) to
                                        Form 10-K for the year ended 12/31/83)
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                              (xiv)     January 1, 1987 (Exhibit 4.2 (xiv) to
                                        Form 10-K for the year ended 12/31/86)

                              (xv)      May 1, 1989 (Exhibit 4.2 (xv) to Form
                                        10-K for year ended 12/31/89)

                              (xvi)     June 1, 1991 (Exhibit 4.2 (xvi) to Form
                                        10-K for year ended 12/31/91)

                              (xvii)    August 1, 1992 (Exhibit 4.2 (xvii) to
                                        Form 10-K for year ended 12/31/92)

                              (xviii)   October 1, 1993 (Exhibit 4.2 (xviii) to
                                        Form 10-K for year ended 12/31/93)

                              (xix)     June 1, 1993 (Exhibit 4.2 (xix) to Form
                                        10-K for year ended 12/31/93)

                              (xx)      September 1, 1993 (Exhibit 4.2 (xx) to
                                        Form 10-K for year ended 12/31/93)

                              (xxi)     December 1, 1993 (Exhibit 4.2 (xxi) to
                                        Form 10-K for year ended 12/31/93)

                              (xxii)    March 1, 1994 (Exhibit 4.2 (xxii) to
                                        Form 10-K for year ended 12/31/94)

4.3                 Loan Agreement dated as of October 1, 1993, between the
                    Connecticut Development Authority and The Connecticut Water
                    Company. (Exhibit 4.3 to Form 10-K for year ended December
                    31, 1993)

4.4                 Loan Agreement dated as of June 1, 1993, between the
                    Connecticut Development Authority and The Connecticut Water
                    Company. (Exhibit 4.4 to Form 10-K for year ended December
                    31, 1993)

4.5                 Loan Agreement dated as of September 1, 1993, between the
                    Connecticut Development Authority and The Connecticut Water
                    Company. (Exhibit 4.5 to Form 10-K for year ended December
                    31, 1993)

4.6                 Loan Agreement dated as of August 1, 1992 between the
                    Connecticut Development Authority and The Connecticut Water
                    Company. (Exhibit 4.10 to Form 10-K for the year ended
                    December 31, 1992)

4.7                 Bond Purchase Agreement dated as of December 1, 1993.
                    (Exhibit 4.8 to Form 10-K for year ended December 31, 1993)

4.8                 Loan Agreement dated as of March 9, 1998 between the
                    Connecticut Development Authority and The Connecticut Water
                    Company. (Exhibit 4.8 to Form 10-K for the year ended
                    12/21/98).

4.9                 Loan Agreement dated as of April 19, 1990 between the
                    Connecticut Development Authority and The Crystal Water
                    Company of Danielson. (Exhibit 4.9 to Form 10.K for the year
                    ended 12/31/99).

4.10                Loan Agreement dated as of February 9, 1996 between New
                    London Trust, F.S.B. and The Crystal Water Company of
                    Danielson. (Exhibit 4.10 to Form 10-K for the year ended
                    12/31/99).
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10.1                Pension Plan Fiduciary Liability Insurance for The
                    Connecticut Water Company Employees' Retirement Plan and
                    Trust, The Connecticut Water Company Tax Credit Employee
                    Stock Ownership Plan, as Amended and Restated, Savings Plan
                    of The Connecticut Water Company and The Connecticut Water
                    Company VEBA Trust Fund. (Exhibit 10.1 to Registration
                    Statement No. 2-74938)

10.2                Directors and Officers Liability and Corporation
                    Reimbursement Insurance. (Exhibit 10.2 to Registration
                    Statement No. 2-74938)

10.3                Directors Deferred Compensation Plan, effective as of
                    January 1, 1980, as amended as of March 20, 1981. (Exhibit
                    10.3 to Registration Statement No. 2-74938)

10.4                The Connecticut Water Company Deferred Compensation
                    Agreement dated December 1, 1984. (Exhibit 10.4 to Form 10-K
                    for the year ended December 31, 1984)

10.5                The Connecticut Water Company Amended and Restated Deferred
                    Compensation Agreement dated May 14, 1999. (Exhibit 10.5 to
                    Form 10-K for the year ended 12/31/99).

                    a.     Marshall T. Chiaraluce

                    b.     David C. Benoit

                    c.     James R. McQueen

                    d.     Kenneth W. Kells

10.6                The Connecticut Water Company Supplemental Executive
                    Retirement Agreement with William C. Stewart. (Exhibit 10.6a
                    to Form 10-K for year ended December 31, 1991)

10.7.1              The Connecticut Water Company Amended Supplemental Executive
                    Retirement Agreement with Marshall T. Chiaraluce dated
                    August 1, 1999. (Exhibit 10.7.2 to Form 10-K for the year
                    ended 12/31/99).

10.7.2*             The Connecticut Water Company Supplemental Executive
                    Retirement Agreement with Michele G. DiAcri dated February
                    28, 2000.

10.8                The Connecticut Water Company Amended Supplemental Executive
                    Retirement Agreement - standard form for other officers,
                    dated August 1, 1999. (Exhibit 10.8.2 to Form 10-K for the
                    year ended 12/31/99).
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10.9*               Amended and restated employment agreement between The
                    Connecticut Water Company and Connecticut Water Service,
                    Inc. with Officers, amended and restated as of May 9, 2001:

                    a)         Marshall T. Chiaraluce

                    b)         Michele G. DiAcri

                    c)         James R. McQueen

                    d)         David C. Benoit

                    e)         Peter J. Bancroft

                    f)         Maureen P. Westbrook

                    g)         Terrance P. O'Neill

10.10               Employment and Consulting Agreement between Richard L.
                    Mercier and Gallup Water Service, Inc. dated April 15, 1999.
                    (Exhibit 10.10 to Form 10-K for the year ended 12/31/99).

10.11               Employment and Consulting Agreement between Roger Engle and
                    Crystal Water Company of Danielson dated September 29, 1999.
                    (Exhibit 10.11 to Form 10-K for the year ended 12/31/99).

10.12*              Savings Plan of The Connecticut Water Company, amended and
                    restated effective as of October 1, 2000.

10.13               The Connecticut Water Company Employees' Retirement Plan as
                    amended and restated as of January 1, 1997. (Exhibit 10.11
                    to Form 10-K for the year ended 12/31/98).

10.14               Water Supply Agreement dated June 13, 1994, between The
                    Connecticut Water Company and the Hazardville Water Company.
                    (Exhibit 10.15 to Form 10-K for year ended December 31,
                    1994)

10.15               November 4, 1994 Amendment to Agreement dated December 11,
                    1957 between The Connecticut Water Company (successor to the
                    Thomaston Water Company) and the City of Waterbury. (Exhibit
                    10.16 to Form 10-K for year ended December 31, 1994)

10.16               Contract between The Connecticut Water Company and The
                    Rockville Water and Aqueduct Company dated as of January 1,
                    1976. (Exhibit 9(b) to Form 10-K for the year ended December
                    31, 1975)

10.17               Agreement dated August 13, 1986 between The Connecticut
                    Water Company and the Metropolitan District. (Exhibit 10.14
                    to Form 10-K for the year ended December 31, 1986)


10.18               Report of the Commission to Study the Feasibility of
                    Expanding the Water Supply Services of the Metropolitan
                    District. (Exhibit 14 to Registration Statement No. 2-61843)
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10.19               Plan of Merger dated December 18, 1978 of Broad Brook Water
                    Company, The Collinsville Water Company, The Rockville Water
                    and Aqueduct Company, The Terryville Water Company and The
                    Thomaston Water Company with and into The Connecticut Water
                    Company. (Exhibit 13 to Form 10-K for the year ended
                    December 31, 1978)

10.20               Bond Exchange Agreements between Connecticut Water Service,
                    Inc., The Connecticut Water Company Bankers Life Company and
                    Connecticut Mutual Life Insurance Company dated October 23,
                    1978. (Exhibit 14 to Form 10-K for the year ended December
                    31, 1978)

10.21               Dividend Reinvestment and Common Stock Purchase Plan,
                    amended and restated as of November 15, 2001. (Exhibit 99.1
                    to post-effective amendment filed on December 5, 2001 to
                    Form S-3, Registration Statement No. 33-53211).

10.22               Contract for Supplying Bradley International Airport.
                    (Exhibit 10.21 to Form 10-K for the year ended December 31,
                    1984)

10.23               Report of South Windsor Task Force. (Exhibit 10.23 to Form
                    10-K for the year ended December 31, 1987)

10.24               Trust Agreement for The Connecticut Water Company Welfare
                    Benefits Plan (VEBA) dated January 1, 1989. (Exhibit 10.21
                    to Form 10-K for year ended December 31, 1989)

10.25               Performance Stock Program, as amended and restated as of
                    April 23, 1999. (Exhibit A to CTWS Proxy Statement dated
                    March 17, 1999)

10.26*              Loan Agreement dated as of February 15, 1991 between
                    Indianapolis Life Insurance Company and The Barnstable Water
                    Company.

10.27*              Guaranty Agreement by Connecticut Water Service, Inc. and
                    Second Amendment to Note Agreement of Barnstable Water
                    Company dated as of February 23, 2001.

10.28*              Employment Agreement between George Wadsworth and The
                    Barnstable Water Company dated February 23, 2001.

10.29*              Separation Agreement between George Wadsworth, The
                    Connecticut Water Service, Inc. and The Barnstable Water
                    Company dated December 14, 2001.

24.1*               Consent of Arthur Andersen LLP

99*                 Temporary Note 3T to Article 3 of Regulation S-X

----------

Note:               Exhibits 10.1 through 10.13, 10.24 and 10.25 set forth each
                    management contract or compensatory plan or arrangement
                    required to be filed as an exhibit to this Form-10K.

16
SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
CONNECTICUT WATER SERVICE, INC.
Registrant

By       /s/   Marshall T. Chiaraluce
         ------------------------------------------
         Marshall T. Chiaraluce
         President, Chairman of the Board and Chief
         Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of Connecticut Water Service, Inc. in the capacities and on the dates indicated.

        Signature                                                     Title                              Date
        ---------                                                     -----                              ----
/s/   Marshall T. Chiaraluce
----------------------------
Marshall T. Chiaraluce                                    Director, President Chairman              March 22, 2002
(Principal Executive Officer)                             of the Board, and Chief
                                                          Executive Officer

/s/ David C. Benoit
----------------------------
David C. Benoit                                           Vice President - Finance,                 March 22, 2002
(Principal Financial and Accounting Officer)              Chief Financial Officer and
                                                          Treasurer
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/s/  Harold E. Bigler, Jr.                                Director                                  March 6, 2002
----------------------------
Harold E. Bigler, Jr.


/s/  Roger Engle                                          Director                                  March 8, 2002
----------------------------
Roger Engle

/s/  Mary Ann Hanley                                      Director                                  March 10, 2002
----------------------------
Mary Ann Hanley

/s/  Marcia Hincks                                        Director                                  March 12, 2002
----------------------------
Marcia Hincks

/s/  David A. Lentini                                     Director                                  March 8, 2002
----------------------------
David A. Lentini


/s/  Ronald D. Lengyel                                    Director                                  March 14, 2002
----------------------------
Ronald D. Lengyel


/s/  Robert F. Neal                                       Director                                  March 7, 2002
----------------------------
Robert F. Neal


/s/  Arthur C. Reeds                                      Director                                  March 6, 2002
----------------------------
Arthur C. Reeds


/s/  Lisa J. Tibdaue                                      Director                                  March 7, 2002
----------------------------
Lisa J. Thibdaue


/s/  Donald B. Wilbur                                     Director                                  March 8, 2002
----------------------------
Donald B. Wilbur
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDULE
We have audited, in accordance with accounting principles generally accepted in the United States, the financial statements of Connecticut Water Service, Inc. included in this Form 10-K, and have issued our report thereon dated February 8, 2002. Our audit was made for the purpose of forming an opinion on those statements taken as a whole. The schedule listed in the accompanying index to consolidated financial statements and schedule is presented for purposes of complying with the Securities and Exchange Commission's rules and is not part of the basic financial statements. This schedule has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, fairly states in all material respects the financial data required to be set forth therein in relation to the basic financial statements taken as a whole.

/s/ Arthur Andersen LLP



Hartford, Connecticut
February 8, 2002
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES
SCHEDULE II - VALUATION AND QUALIFYING ACCOUNTS

                                              BALANCE          ADDITIONS        DEDUCTIONS       BALANCE
                                             BEGINNING        CHARGED TO         FROM             END OF
DESCRIPTION                                   OF YEAR            INCOME         RESERVES (1)       YEAR
-----------                                 ---------            ------         ------------     -------
Allowance for Uncollectible
  Accounts
  Year Ended December 31, 2001                $218               $171              $155           $234
                                              ====               ====              ====           ====

  Year Ended December 31, 2000                $476               $216              $474           $218
                                              ====               ====              ====           ====

  Year Ended December 31, 1999                $336               $171              $ 31           $476
                                              ====               ====              ====           ====

(1) Amounts charged off as uncollectible after deducting recoveries.
EXHIBITS
TO ANNUAL REPORT ON FORM 10-K
FOR THE YEAR
ENDED DECEMBER 31, 2001
 
EXHIBIT 10.7.2
SUPPLEMENTAL EXECUTIVE RETIREMENT AGREEMENT
This Agreement, made this 28th day of February, 2000, by and between THE CONNECTICUT WATER COMPANY (hereinafter referred to as the "Employer") and Michele G. DiAcri (hereinafter referred to as the "Employee").
WITNESSETH THAT:
WHEREAS, the Employee is and will be rendering valuable services to the Employer in her capacity as an executive officer, and
WHEREAS, the Employer desires to ensure that it will have the benefit of the Employee's services until she reaches retirement, and
WHEREAS, the Employer wishes to assist the Employee in providing for the financial requirements of the Employee in the event of her retirement, disability or death.
NOW, THEREFORE, in consideration of the premises and of the mutual covenants and agreements herein contained, the parties hereto agree as follows:
1. SUPPLEMENTAL RETIREMENT BENEFIT
a. Normal or Deferred Retirement. If, upon or after the Employee's attainment of age 65 and completion of 20 consecutive years of service with the Employer, the employee's employment shall be terminated and she shall be eligible to receive a benefit under The
-1-
Connecticut Water Company Employees' Retirement Plan (hereinafter referred to as the "Retirement Plan"), the Employee shall be entitled to receive pursuant to this Agreement a benefit having a value equal to an annual benefit for her life of (a) 60% of the Employee's Average Earnings reduced by (b) the annual benefit payable to the Employee under the Retirement Plan in the form of a single life annuity for the life of the Employee (whether or not the benefit under the Retirement Plan is actually paid in such form) commencing at the same time as benefits hereunder.
For purposes of the foregoing, "Average Earnings" shall have the meaning set forth in the Retirement Plan, except that in determining Average Earnings, Annual Earnings (as defined in the Retirement Plan) shall not be limited to the OBRA `93 annual compensation limit.
The calculation of the benefit set forth above, and of all other benefits payable under this Agreement, shall be performed by the Committee under the Retirement Plan, and the calculations and interpretations of such Committee shall be final and binding on the parties hereto.
b. Disability Benefit. If the Employee's employment shall be terminated by a disability such that the Employee is considered eligible for a full disability pension under the provisions of the Social Security Act, the Employee shall be entitled to receive pursuant to this Agreement a benefit having a value equal to an annual benefit for her life calculated in the manner set forth above; provided, however, that a reduction factor of .72 shall be applied to such annual benefit if the Employee's benefit commencement date precedes age 62 by more than 7
-2-
complete years. If such benefit shall commence to be paid between the ages of 55 and 62 such benefit shall be reduced by 4% for each complete year by which the date of benefit commencement precedes the Employee's attainment of age 65.
c. Absence of Other Benefits. No benefits shall be paid to the Employee pursuant to this Agreement other than as provided above.
2. TERMS AND CONDITIONS OF BENEFIT. The annual lifetime benefit calculated in accordance with Section 1 hereof shall be paid in monthly installments on the first day of each month. Such installments shall commence to be paid on the first such day which coincides with or follows the day upon which the Employee's benefit under the Retirement Plan shall commence to be paid.
The normal form in which the benefit hereunder shall be paid is, if the Employee is unmarried, an annuity for the life of the Employee only and, if the Employee is married, an annuity for the life of the Employee with the provision that after the Employee's death, 50% of the annual benefit that was payable to the Employee shall be continued to the Employee's surviving spouse for life (a "Joint and Survivor Annuity"). The benefit payable as a Joint and Survivor Annuity shall be calculated by applying to the benefit calculated in accordance with Section l.a. or I .b. hereof, as appropriate, the factors for the 50% contingent annuity option set forth in the Retirement Plan.
Monthly installments of benefits shall cease to be paid as of the first day of the month
-3-
following the date of the Employee's death, unless a Joint and Survivor Annuity was then in effect, in which event the installments shall cease as of the first day of the month following the death of the Employee's surviving spouse.
3. LIMITATION OF BENEFIT. If the Employee's employment shall be terminated for cause involving fraud, dishonesty, moral turpitude, gross misconduct, gross failure to perform her duties, or disclosure of secret or other confidential information of the Employer to any competitor or to any person not authorized to receive such information, neither the Employee, her spouse nor her estate shall be entitled to receive any benefit under this Agreement.
4. ABSENCE OF FUNDING. Benefits payable pursuant to this Agreement shall not be funded, and the Employer shall not be required to segregate or earmark any of its assets for the benefit of the Employee, her spouse or her estate. Such benefits shall not be subject in any manner to anticipation, alienation, transfer or assignment by the Employee, her spouse or her estate, and any attempt to anticipate, alienate, transfer or assign these benefits shall be void. The Employee, her spouse or her estate shall have only a contractual right against the Employer for the benefits hereunder. Notwithstanding the foregoing, in order to pay benefits pursuant to this Agreement, the Employer may establish a grantor trust (hereinafter the "Trust") within the meaning of Section 671 of the Internal Revenue Code of 1986, as amended. Some or all of the 4, assets of the Trust may be dedicated to providing benefits to the Employee, her spouse or her estate pursuant to this Agreement, but, nevertheless, all assets of the Trust shall at all times remain subject to the claims of the Employer's general creditors in the event of the Employer's bankruptcy or insolvency.
-4-
5. MISCELLANEOUS.
a. This Agreement may be amended at any time by mutual written agreement of the parties hereto, but no amendment shall operate to give the Employee, her spouse or her estate, either directly or indirectly, any interest whatsoever in any funds or assets of the Employer, except the right to receive the payments herein provided and the right to receive such payments from assets held in the Trust.
b. This Agreement shall not supersede any other contract of employment, whether oral or in writing, between the Employer and the Employee, nor shall it affect or impair the rights and obligations of the Employer and the Employee, respectively, thereunder. Nothing contained herein shall impose any obligation on the Employer to continue the employment of the Employee.
c. This Agreement shall be construed in all respects under the laws of the State of Connecticut.
IN WITNESS WHEREOF, the Employer and the Employee have executed this Agreement as of the day and year above written.

EMPLOYEE                                     THE CONNECTICUT WATER COMPANY

/s/:  Michele G. DiAcri                      /s/:  Marshall T. Chiaraluce
Michele G. DiAcri                              Marshall T. Chiaraluce
                                               President and CEO
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EXHIBIT 10.9
MAY 9, 2001
AMENDED AND RESTATED
EMPLOYMENT AGREEMENT
BETWEEN
THE CONNECTICUT WATER COMPANY
CONNECTICUT WATER SERVICE, INC.
AND

AMENDED AND RESTATED
EMPLOYMENT AGREEMENT
THIS AGREEMENT, dated as of May 9, 2001, is made by and between The Connecticut Water Company, a Connecticut corporation having its principal place of business in Clinton, Connecticut, ("Company"), Connecticut Water Service, Inc., a Connecticut corporation and holder of all of the outstanding capital stock of Company ("Parent") and _____________________, a resident of _______________________ ("Executive").
W I T N E S S E T H :
WHEREAS, Executive has been and continues to be employed by Company and Parent in an executive capacity and has entered into an Employment Agreement between Executive and Company and Parent dated as of the 18th day of November, 1999 which becomes effective upon a "Change-in-Control," as defined herein, of Company or Parent; and
WHEREAS, should Company or Parent receive a proposal from or engage in discussions with a third person concerning a possible combination with Company or Parent or the acquisition of a substantial portion of voting securities of Company or Parent, the Boards of Directors of Company and Parent have deemed it imperative that they and Company and Parent be able to rely on Executive to continue to serve in Executive's position and that the Boards of Directors and Company and Parent be able to rely upon Executive's advice as being in the best interests of Company and Parent and their shareholders without concern that Executive might be distracted by the personal uncertainties and risks that such a proposal or discussions might otherwise create; and
WHEREAS, Company and Parent desire to reward Executive for Executive's valuable, dedicated service to Company and Parent should Executive's service be terminated under circumstances hereinafter described: and
WHEREAS, Executive, Company and Parent are willing to enter into this Amended and Restated Employment Agreement ("Agreement") on the terms herein set forth;
NOW, THEREFORE, to assure Company and Parent of Executive's continued dedication and the availability of Executive's advice and counsel in the event of any such proposal, to induce Executive to remain in the employ of Company and Parent and to reward Executive for Executive's valuable dedicated service to Company and Parent should Executive's service be terminated under circumstances hereinafter described, and for other good and valuable consideration, the receipt and adequacy of which each party acknowledges, Company, Parent and Executive agree as follows:
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1. DEFINITIONS. For purposes of this Agreement, the following terms shall have the following meanings:
(a) "Cause" shall mean Executive's serious, willful misconduct in respect of Executive's duties under this Agreement, including conviction for a felony or perpetration by Executive of a common law fraud upon Company or Parent which has resulted or is likely to result in material economic damage to Company or Parent, as determined by a vote of at least seventy-five percent (75%) of all of the Directors (excluding Executive) of each of Company's and Parent's Board of Directors;
(b) "Change-in-Control" shall be deemed to have occurred if after the date hereof (i) a public announcement shall be made or a report on Schedule 13D shall be filed with the Securities and Exchange Commission pursuant to Section 13(d) of the Securities Exchange Act of 1934 (the "Act") disclosing that any Person (as defined below), other than Company or Parent or any employee benefit plan sponsored by Company or Parent, is the beneficial owner (as the term is defined in Rule 13d-3 under the Act) directly or indirectly, of twenty percent (20%) or more of the total voting power represented by Company's or Parent's then outstanding voting common stock (calculated as provided in paragraph (d) of Rule 13d-3 under the Act in the case of rights to acquire voting common stock); or (ii) any Person, other than Company or Parent or any employee benefit plan sponsored by Company or Parent, shall purchase shares pursuant to a tender offer or exchange offer to acquire any voting common stock of Company or Parent (or securities convertible into such voting common stock) for cash, securities or any other consideration, provided that after consummation of the offer, the Person in question is the beneficial owner directly or indirectly, of twenty percent (20%) or more of the total voting power represented by Company's or Parent's then outstanding voting common stock (all as calculated under clause (i)); or (iii) the stockholders of Company or Parent shall approve (A) any consolidation or merger of Company or Parent in which Company or Parent is not the continuing or surviving corporation (other than a merger of Company or Parent in which holders of the outstanding capital stock of Company or Parent immediately prior to the merger have the same proportionate ownership of the outstanding capital stock of the surviving corporation immediately after the merger as immediately before), or pursuant to which the outstanding capital stock of Company or Parent would be converted into cash, securities or other property, or (B) any sale, lease, exchange or other transfer (in one transaction or a series of related transactions) of all or substantially all the assets of Company or Parent; or (iv) there shall have been a change in the composition of the Board of Directors of Company or Parent at any time during any consecutive twenty-four (24) month period such that "continuing directors" cease for any reason to constitute at least a majority of the Board unless the election, or the nomination for election of each new Director was approved by a vote of at least two-thirds (2/3) of the Directors then still in office who were Directors at the beginning of such period; or (v) the Board of Directors of Company or Parent, by a vote of a majority of all the Directors (excluding Executive) adopts a resolution to the effect that a "Change-in-Control" has occurred for purposes of this Agreement.
(c) "Disability" shall mean the incapacity of Executive by illness or any other cause as determined under the long-term disability insurance plan of Company in effect at the
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time in question, or if no such plan is in effect, then such incapacity of Executive as prevents Executive from performing the essential functions of Executive's position with or without reasonable accommodation for a period in excess of two hundred forty (240) days (whether or not consecutive), or one hundred eighty (180) days consecutively, as the case may be, during any twelve
(12) month period.
(d) "Effective Date" shall be the date on which a Change-in-Control occurs. Anything in this Agreement to the contrary notwithstanding, if Executive's employment is terminated prior to the date on which a Change-in-Control occurs, and it is reasonably demonstrated that such termination (i) was at the request of a third party who has taken steps reasonably calculated to effect a Change-in-Control or (ii) otherwise arose in connection with or anticipation of a Change-in-Control, then for all purposes of this Agreement the "Effective Date" shall mean the date immediately prior to the date of such termination.
(e) "Good Reason" shall mean the occurrence of any action which (i) removes or changes Executive's title or reduces Executive's job responsibilities or base salary; (ii) results in a significant worsening of Executive's work conditions; or (iii) moves Executive's place of employment to a location that increases Executive's commute by more than thirty (30) miles over the length of Executive's commute from Executive's place of principal residence at the time the move is requested. For purposes of this subparagraph (e), any good faith determination by Executive that any such action has occurred shall be conclusive. Notwithstanding the foregoing, at any time during the period commencing on the Effective Date and ending on the 30th day after the first anniversary of the Effective Date, except for purposes of Paragraph 5(g), "Good Reason" shall mean any reason or no reason.
(f) "Person" shall mean any individual, corporation, partnership, company or other entity, and shall include a "group" as defined in
Section 13(d)(3) of the Securities Exchange Act of 1934.
2. EMPLOYMENT.
(a) As of the Effective Date, Company hereby agrees to continue to employ Executive and Executive agrees to remain in the employ of Company for the Term of this Agreement upon the terms and conditions hereinafter set forth. Subject to the provisions of subparagraph (b) of this Paragraph 2, and to the provisions of Paragraph 6 below, "Term" shall mean a continuously renewing period of three (3) years commencing on the Effective Date.
(b) At any time during the Term, the Board of Directors of Company and Parent may, by written notice to Executive, advise Executive of their desire to modify or amend any of the terms or provisions of this Agreement or to delete or add any terms or provisions. Any such notice ("Notice") shall describe the proposed modifications in reasonable detail. In the event a Notice shall be given to Executive, then Company, Parent and Executive agree to discuss the proposed modification(s) and to attempt in good faith to reach agreement with respect thereto and to reduce such agreement to writing in an amendment to be executed by all the parties ("Amendment"). If a Notice is given hereunder and an Amendment shall not have been executed
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on or before the sixtieth (60th) day following the date on which Notice is given, then the Term shall thereupon be automatically converted to a fixed period ending three (3) years after the expiration of such sixty (60) days.
3. DUTIES OF EMPLOYMENT.
(a) During the Term, Executive's position (including status, offices, titles and reporting requirements), authority, duties and responsibilities shall be at least commensurate in all material respects with the most significant of those held, exercised and assigned at any time during the ninety (90)-day period immediately preceding the Effective Date and Executive's services shall be performed at such location as Executive shall determine.
(b) During the Term, Executive will serve Company faithfully, diligently and competently and will devote full-time to Executive's employment and will hold, in addition to the offices held on the Effective Date, such other executive offices of Company or Parent, or their respective subsidiaries and affiliates, to which Executive may be elected, appointed or assigned by the Boards of Directors of Company or Parent from time to time and will discharge such executive duties in connection therewith. Nothing in this Agreement shall preclude Executive, with the prior approval of the Board of Directors of Company, from devoting reasonable periods of time required for (i) serving as a director or member of a committee of any organization involving no conflict of interest with Company or Parent, or (ii) engaging in charitable, religious and community activities, provided, that such directorships, memberships or activities do not materially interfere with the performance of Executive's duties hereunder.
4. COMPENSATION. During the Term, Company shall pay to Executive as compensation for the services to be rendered by Executive hereunder the following:
(a) A base salary at a rate equal to the highest base salary paid or payable to Executive by Company during the twelve (12)-month period immediately preceding the month in which the Effective Date occurs, or such larger sum as the Board of Directors of Company may from time to time determine in connection with regular periodic performance reviews pursuant to Company's policies and practices. Such compensation shall be payable in accordance with the normal payroll practices of Company. Executive shall receive an annual increase in base salary at each normal pay adjustment date during the Term, but no later than one (1) year after the date of Executive's last increase and annually thereafter during the Term, of not less than the percentage increase in the cost-of-living since Executive's last pay adjustment, as measured by the Consumer Price Index-All Urban Consumers of the U.S. Bureau of Labor Statistics.
(b) In addition, Company shall pay to Executive an annual bonus, payable in cash or other form of compensation, in accordance with the Company's practice or plan for annual bonuses for peer executives which is at least equal to the target percentage of the midpoint of Executive's salary grade under the Company's Officers Incentive Program for the year preceding the fiscal year in which the Effective Date occurs.
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5. BENEFITS. During the Term, Executive shall be entitled to the following benefits:
(a) Incentive, Savings and Retirement Plans. In addition to base salary and bonus payable as hereinabove provided, Executive shall be entitled to participate during the Term in all incentive, savings and retirement plans, practices, policies and programs applicable to executive employees of Company as may be in effect from time to time. Such plans, practices, policies and programs, in the aggregate, shall provide Executive with compensation, benefits and reward opportunities at least as favorable as the most favorable of such compensation, benefits and reward opportunities provided by Company for Executive under such plans, practices, policies and programs as in effect at any time during the ninety (90)-day period immediately preceding the Effective Date or, if more favorable to Executive, as provided at any time thereafter with respect to other key employees of Company or Parent.
(b) Welfare Benefit Plans. During the Term, Executive and/or Executive's family, as the case may be, shall be eligible for participation in and shall receive all benefits under welfare benefit plans, practices, policies and programs applicable to executive employees of Company (including, without limitation, medical, prescription, dental, disability, salary continuance, employee life, group life, accidental death and travel accident insurance plans and programs) at least as favorable as the most favorable of such plans, practices, policies and programs in effect at any time during the ninety
(90)-day period immediately preceding the Effective Date or, if more favorable to Executive and/or Executive's family, as in effect at any time thereafter with respect to other key employees of Company or Parent.
(c) Expenses. During the Term, Executive shall be entitled to receive prompt reimbursement for all reasonable expenses incurred by Executive in accordance with the most favorable policies, practices and procedures of Company in effect at any time during the ninety (90)-day period immediately preceding the Effective Date or, if more favorable to Executive, as in effect at any time thereafter with respect to other key employees of Company or Parent.
(d) Fringe Benefits. During the Term, Executive shall be entitled to fringe benefits, including use of an automobile and payment of related expenses or payment of an allowance for automobile related expenses, in accordance with the most favorable plans, practices, programs and policies of Company in effect at any time during the ninety (90)-day period immediately preceding the Effective Date or, if more favorable to Executive, as in effect at any time thereafter with respect to other key employees of Company or Parent.
(e) Office and Support Staff. During the Term, Executive shall be entitled to an office or offices of a size and with furnishings and other appointments, and to secretarial and other assistance, at least equal to the most favorable of the foregoing provided to Executive by Company at any time during the ninety (90)-day period immediately preceding the Effective Date or, if more favorable to Executive, as provided at any time thereafter with respect to other key employees of Company or Parent.
(f) Vacation. During the Term, Executive shall be entitled to paid vacation in accordance with the most favorable plans, policies, programs and practices of Company as in
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effect at any time during the ninety (90)-day period immediately preceding the Effective Date or, if more favorable to Executive, as in effect at any time thereafter with respect to other key employees of Company or Parent.
(g) Stay-on Bonus. If Executive is employed on a date on which the Board of Directors of Company or Parent approves a transaction described in clause (iii) of Paragraph 1(b), and the shareholders of Company or Parent, as applicable, subsequently approve such transaction, Executive shall receive a lump sum equal to the base salary of Executive, at the rate in effect immediately prior to such date, plus an amount equal to the target percentage of the midpoint of Executive's salary grade under the Company's Officers Incentive Program for the year in which such date occurs; provided Executive is employed on the fifth day following the closing of such transaction. If Executive's employment is terminated by Company following such approval by the applicable Board of Directors and prior to the fifth day following the closing of such transaction for any reason other than for Cause, or Executive's death, or Executive's attainment of age sixty-five (65), or if Executive's employment is terminated during such period by reason of Executive's Disability, or if Executive shall voluntarily terminate Executive's employment during such period for Good Reason, then, in addition to the amounts payable to Executive pursuant to Section 7, Executive shall be paid a lump sum equal to the base salary of Executive, at the rate in effect immediately prior to the date of termination, plus an amount equal to the target percentage of the midpoint of Executive's salary grade under the Company's Officers Incentive Program for the year in which termination occurs.
6. END OF TERM AND NOTICE OF TERMINATION.
(a) End of Term. The Term shall end upon the occurrence of any of the following events:
(i) Termination of Executive's employment by Company for Cause.
(ii) The voluntary termination of Executive's employment by Executive other than for Good Reason.
(iii) The death of Executive.
(iv) Executive's attainment of age sixty-five (65).
(v) Full compliance by Company with the provisions of Paragraph 7(e) below, if Executive's employment shall have been terminated by Company during the Term for any reason other than Cause, or if Executive's employment shall have been terminated by reason of Executive's Disability, or if Executive shall have voluntarily terminated Executive's employment during the Term for Good Reason.
(b) Notice of Termination. Any termination by Company for Cause or by Executive for Good Reason or on account of Executive's Disability shall be communicated by notice to the other party hereto given in accordance with Section 16 of this Agreement. For purposes of this Agreement, a "notice" means a written notice which (i) indicates the specific
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termination provision in this Agreement relied upon, (ii) sets forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of Executive's employment under the provision so indicated and (iii) if the date of termination (as defined below) is other than the date of receipt of such notice, specifies the termination date (which date shall be not more than fifteen (15) days after the giving of such notice).
(c) Date of Termination. The date of termination means the date of receipt of the notice of termination or any later date specified therein, as the case may be; provided, however, that (i) if Executive's employment is terminated by Company other than for Cause or on account of Executive's Disability, the date of termination shall be the date on which Company notifies Executive of such termination and (ii) if Executive's employment is terminated by reason of death, the date of termination shall be the date of death of Executive.
7. PAYMENT UPON TERMINATION.
(a) If Executive's employment is terminated by Company for Cause, as defined in Paragraph 1(a), the obligations of Company under this Agreement shall cease and Executive shall forfeit all right to receive any compensation or other benefits under this Agreement except only compensation or benefits accrued or earned and vested (if applicable) by Executive as of the date of termination, including base salary through the date of termination, benefits payable under the terms of any qualified or nonqualified retirement plans or deferred compensation plans maintained by Company, any accrued vacation pay as of the date of termination not yet paid by Company and any benefits required to be paid by law such as continued health care coverage pursuant to the Consolidated Omnibus Budget Reconciliation Act of 1985 ("COBRA") (collectively, the "Accrued Obligations").
(b) If Executive shall voluntarily terminate Executive's employment during the Term, other than for Good Reason, as defined in Paragraph
1(e), the obligations of Company under this Agreement shall cease and Executive shall forfeit all right to receive any compensation or other benefits under this Agreement except only the Accrued Obligations.
(c) In the event of the death of Executive during the Term, then, in addition to the Accrued Obligations and any other benefits which may be payable by Company in respect of the death of Executive, the base salary then payable hereunder shall continue to be paid at the then current rate for a period of six (6) months after such death to such beneficiary as shall have been designated in writing by Executive, or if no effective designation exists, then to the estate of Executive.
(d) If Executive's employment is terminated by reason of Executive's attainment of age sixty-five (65), the obligations of Company under this Agreement shall cease and Executive shall forfeit all right to receive any compensation or other benefits under this Agreement except only the Accrued Obligations.
(e) If Executive's employment is terminated by Company during the Term for any reason other than for Cause, or Executive's death, or Executive's attainment of age sixty-five
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(65), or if Executive's employment is terminated during the Term by reason of Executive's Disability, or if Executive shall voluntarily terminate Executive's employment during the Term for Good Reason, Executive shall be entitled to receive, and Company shall be obligated to pay and provide Executive, the following amounts:
(i) An amount in consideration of the covenants by Executive set forth in Paragraphs 8 and 9 below to be determined by a nationally recognized independent certified public accounting firm selected and retained by Company to be the reasonable value of said covenants as of the date of termination of Executive's employment, but in no event shall such amount be greater than the aggregate value of the benefits provided in subparagraphs
(e)(ii), (iii), (iv), (v), (vii), (viii), (ix) and (xi) hereinbelow. The benefits otherwise payable to Executive pursuant to said subparagraphs shall be offset by the amount, if any, payable to Executive in respect of the covenants by Executive set forth in Paragraphs 8 and 9 below. Notwithstanding the foregoing, if any benefit otherwise payable to Executive pursuant to said subparagraphs would be offset by the amount payable to Executive in respect of the covenants set forth in Paragraphs 8 and 9 below, Executive may elect to receive such benefit, but the amount payable to Executive in respect of the covenants by Executive set forth in Paragraphs 8 and 9 below shall be reduced by the value of such benefit. Said amount paid in consideration of the covenants by Executive set forth in Paragraphs 8 and 9 below shall be paid in cash in a lump sum in the month next following Executive's date of termination of employment and shall be treated as a supplemental wage payment under applicable Treasury Regulations subject to federal tax withholding at the flat percentage rate applicable thereto.
(ii) An amount equal to three (3) times the base salary of Executive, at the rate in effect immediately prior to the date of termination, plus an amount equal to three (3) times the target percentage of the midpoint of Executive's salary grade under the Company's Officers Incentive Program for the year in which termination occurs. There shall be subtracted from the aggregate amount determined in accordance with the immediately preceding sentence the amount, if any, payable to Executive under any then effective severance pay plan of Company. Such resulting amount shall be payable in equal installments over the three (3)-year period commencing on the date of termination of employment in accordance with the normal payroll practices of Company or, at Company's option, the entire amount (determined without any discount) shall be paid in cash in a lump sum in the month next following Executive's date of termination of employment and shall be treated as a supplemental wage payment under applicable Treasury Regulations subject to federal tax withholding at the flat percentage rate applicable thereto.
(iii) An amount equal to the aggregate amounts that Company would have contributed on behalf of Executive under Company's qualified defined contribution retirement plan(s), if any such plan(s) shall be in effect (other than amounts attributable to Executive's before-tax contributions to such plan(s)) plus estimated earnings thereon had Executive continued in the employ of Company for the three (3)-year period commencing on the date of termination and made contributions under said plan(s) at a rate, as a percentage of salary, equal to the rate at which Executive had made contributions to said plan(s) in the plan year immediately preceding Executive's termination, to be payable in a lump sum to Executive within
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thirty (30) days after the expiration of the non-competition period specified in Paragraph 9(a) of this Agreement, provided that Executive shall not have breached said non-competition provisions.
(iv) An amount equal to the difference between: (A) benefits which would have been payable to Executive under any deferred compensation agreement between Company and Executive, if any such agreement shall be in effect, had Executive continued in the employ of Company for the three (3)-year period commencing on the date of termination, received compensation at least equal to that specified in Paragraph 4 of this Agreement during such time, and deferred pursuant to said deferred compensation agreement the amount of compensation specified therein; and (B) the benefits actually payable to Executive under such deferred compensation agreement; such amount to be payable in a lump sum to Executive within thirty (30) days after the expiration of the non-competition period specified in Paragraph 9(a) of this Agreement, provided that Executive shall not have breached said non-competition provisions.
(v) Additional retirement benefits equal to the difference between: (A) the annual pension benefits that would have been payable to Executive under Company's qualified defined benefit retirement plan (the "Plan") and under any nonqualified supplemental executive retirement plan covering Executive (the "Supplemental Plan"), if any such Plan or Supplemental Plan shall be in effect, if Executive had been continued in the employ of Company for the three (3)-year period commencing on the date of termination and had received compensation at least equal to that specified in Paragraph 4(a) of this Agreement during such time and had been fully vested in the benefits payable under any such Plan and Supplemental Plan; and (B) the annual benefits actually payable to Executive under any such Plan and Supplemental Plan. The discounted present value of such additional benefits, shall be payable to Executive in a lump sum, as calculated by the independent actuary for the Plan using the assumptions specified in the Plan, within thirty (30) days after the expiration of the non-competition period specified in Paragraph 9(a) of this Agreement, provided that Executive shall not have breached said non-competition provisions.
(vi) At the date of termination of Executive's employment, Executive shall be fully vested in any form of compensation previously granted to Executive (other than benefits payable under a qualified retirement plan), such as, by way of example only, restricted stock, stock options, and performance share awards.
(vii) If Executive's employment is terminated by reason of Executive's Disability, Executive shall be entitled to receive, in addition to the other benefits provided under this Paragraph 7(e), disability benefits at least equal to the most favorable of those provided by Company or Parent to disabled employees in accordance with the most favorable plans, programs, practices and policies of Company or Parent in effect at any time during the ninety (90)-day period immediately preceding the Effective Date or, if more favorable to Executive, as in effect on the date of Executive's Disability with respect to other key employees of Company or Parent.
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(viii) During the three (3)-year period commencing on the date of termination, or such longer period as any plan, program, practice or policy may provide, Executive shall continue to participate in all life, health, disability and similar welfare benefit plans and programs of Company to the extent that such continued participation is possible under the general terms and provisions of such plans and programs, and Executive shall be credited with additional service attributable to the three (3)-year period commencing on the date of termination for purposes of determining eligibility to participate in any such plans or programs maintained by Company for retirees, with Company and Executive paying the same portion of the cost of each such plan or program as existed at the time of Executive's termination. In the event that Executive's continued participation (or commencement of participation for plans or programs for retirees) is not permitted, then in lieu thereof, Company shall acquire, with the same cost sharing, individual insurance policies providing comparable coverage for Executive; provided, however, that Company shall not be obligated to pay more than three (3) times Company's current cost for comparable group coverage. If any such individual coverage is unavailable, then Company shall pay to Executive annually for the three (3)-year period commencing on the date of termination an amount equal to the sum of the average annual contributions, payments, credits, or allocations made by Company for such coverage on Executive's behalf (or the average such contributions, payments, credits, or allocations for retirees, in the case of retiree coverage) over the three (3) calendar years preceding the date of termination of Executive's employment.
(ix) During the three (3)-year period commencing on the date of termination, Executive shall continue to receive such perquisites, other than those specified in the preceding subparagraphs above, as Executive was receiving at the date of termination of employment with, to the extent applicable, the same cost sharing with Company as was in effect immediately prior to Executive's termination of employment.
(x) Company shall reimburse Executive for the amount of any reasonable legal or accounting fees and expenses incurred by Executive to obtain or enforce any right or benefit provided to Executive by Company hereunder or as confirmed or acknowledged hereunder.
(xi) Company shall provide Executive with outplacement services from a firm selected by the Company for a period of one
(1) year commencing on the date of termination, or until Executive accepts other employment, if earlier. Such outplacement services shall be reasonable and appropriate for an employee in Executive's position.
8. CONFIDENTIAL INFORMATION. Executive understands that in the course of Executive's employment by Company, Executive will receive or have access to confidential information concerning the business or purposes of Company and Parent, and which Company and Parent desire to protect. Such confidential information shall be deemed to include, but not be limited to, Company's customer lists and information, and employee lists, including, if known, personnel information and data. Executive agrees that Executive will not, at any time during the period ending two (2) years after the date of termination of Executive's employment, reveal to anyone outside Company or Parent or use for Executive's own benefit any such
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information without specific written authorization by Company or Parent. Executive further agrees not to use any such confidential information or trade secrets in competing with Company or Parent at any time during or in the two (2) year period immediately following the date of termination of Executive's employment with Company.
9. COVENANTS BY EXECUTIVE NOT TO COMPETE WITH COMPANY OR PARENT.
(a) Upon the date of termination of Executive's employment with Company for any reason, Executive covenants and agrees that Executive will not at any time during the period of two (2) years from and after such date of termination directly or indirectly in any manner or under any circumstances or conditions whatsoever be or become interested, as an individual, partner, principal, agent, clerk, employee, stockholder, officer, director, trustee, or in any other capacity whatsoever, except as a nominal owner of stock of a public corporation, in any other business which, at the date of Executive's termination, is a Competitor (as defined herein), either directly or indirectly, with Company or Parent, or engage or participate in, directly or indirectly (whether as an officer, director, employee, partner, consultant, holder of an equity or debt investment, lender or in any other manner or capacity), or lend Executive's name (or any part or variant thereof) to, any business which, at the date of Executive's termination, is a Competitor, either directly or indirectly, with Company or Parent, or as a result of Executive's engagement or participation would become, a Competitor, either directly or indirectly, with any aspect of the business of Company or Parent as it exists at the time of Executive's termination, or solicit any officer, director, employee or agent of Company or Parent or any subsidiary or affiliate of Company or Parent to become an officer, director, employee or agent of Executive, Executive's respective affiliates or anyone else. Ownership, in the aggregate, of less than one percent (1 %) of the outstanding shares of capital stock of any corporation with one or more classes of its capital stock listed on a national securities exchange or publicly traded in the over-the-counter market shall not constitute a violation of the foregoing provision. For the purposes of this Agreement, a Competitor is any business which is similar to the business of Company or Parent or in any way in competition with the business of Company or Parent within any of the then-existing water utility service areas of Company.
(b) Executive hereby acknowledges that Executive's services are unique and extraordinary, and are not readily replaceable, and hereby expressly agrees that Company and Parent, in enforcing the covenants contained in Paragraphs 8 and 9 herein, in addition to any other remedies provided for herein or otherwise available at law, shall be entitled in any court of equity having jurisdiction to an injunction restraining Executive in the event of a breach, actual or threatened, of the agreements and covenants contained in these Paragraphs.
(c) The parties hereto believe that the restrictive covenants of these Paragraphs are reasonable. However, if at any time it shall be determined by any court of competent jurisdiction that these Paragraphs or any portion of them as written, are unenforceable because the restrictions are unreasonable, the parties hereto agree that such portions as shall have been determined to be unreasonably restrictive shall thereupon be deemed so amended as to make such restrictions reasonable in the determination of such court, and the said covenants, as
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so modified, shall be enforceable between the parties to the same extent as if such amendments had been made prior to the date of any alleged breach of said covenants.
(d) The provisions of this Paragraph 9 shall not apply if Company and Parent shall be prohibited under Paragraph 15 below from making any payments to Executive pursuant to Paragraph 7 above.
10. NO OBLIGATION TO MITIGATE. So long as Executive shall not be in breach of any provision of Paragraph 8 or 9, Executive shall have no duty to mitigate damages in the event of a termination and if Executive voluntarily obtains other employment (including self-employment), any compensation or profits received or accrued, directly or indirectly, from such other employment shall not reduce or otherwise affect the obligations of Company and Parent to make payments hereunder.
11. RESIGNATION. In the event that Executive's services hereunder are terminated under any of the provisions of this Agreement (except by death), Executive agrees that Executive will deliver Executive's written resignation as an officer of Company or Parent, or their subsidiaries and affiliates, to the Board of Directors, such resignation to become effective immediately, or, at the option of the Board of Directors, on a later date as specified by the Board.
12. INSURANCE. Company shall have the right at its own cost and expense to apply for and to secure in its own name, or otherwise, life, health or accident insurance or any or all of them covering Executive, and Executive agrees to submit to the usual and customary medical examination and otherwise to cooperate with Company in connection with the procurement of any such insurance, and any claims thereunder.
13. RELEASE. As a condition of receiving payments or benefits provided for in this Agreement, at the request of Company or Parent, Executive shall execute and deliver for the benefit of Company and Parent, and any subsidiary or affiliate of Company or Parent, a general release in the form set forth in Attachment A, and such release shall become effective in accordance with its terms. The failure or refusal of Executive to sign such a release or the revocation of such a release shall cause the termination of any and all obligations of Company and Parent to make payments or provide benefits hereunder, and the forfeiture of the right of Executive to receive any such payments and benefits. Executive acknowledges that Company and Parent have advised Executive to consult with an attorney prior to signing this Agreement and that Executive has had an opportunity to do so.
14. ADDITIONAL BENEFITS. In addition to the other benefits payable to Executive pursuant to this Agreement, in the event that any payment or benefit received or to be received by Executive under this Agreement (a "Payment") is subject to the excise tax (the "Excise Tax") imposed by Section 4999 of the Internal Revenue Code of 1986, as amended (the "Code"), or any successor to such Section, as determined by a nationally recognized independent certified public accounting firm selected by Company (the "Tax Advisor"), then the Company shall make an additional payment to Executive in a lump sum as soon as the determination of the Tax Advisor is completed, in an amount such that after receipt of such lump sum and payment of all excise
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and income taxes imposed with respect to such receipt and receipt of the Payment, Executive will have received an after-tax amount equal to the amount the Executive would have received had the Excise Tax not been applicable to the Payment. The determination of the Tax Advisor as provided herein shall be completed not later than forty-five (45) days following Executive's date of termination of employment, and such determination shall be communicated in writing to Company, with a copy to Executive, within said forty-five (45) day period. The determination of the Tax Advisor as provided herein shall be deemed conclusive and binding on Company and Executive. Company shall pay the fees and other costs of the Tax Advisor hereunder.
15. REGULATORY LIMITATION. Notwithstanding any other provision of this Agreement, Company shall not be obligated to make, and Executive shall have no right to receive, any payment, benefit or amount under this Agreement which would violate any law, regulation or regulatory order applicable to Company or Parent at the time such payment, benefit or amount is due ("Prohibited Payment"). If and to the extent Company shall at a later date be relieved of the restriction on its ability to make any Prohibited Payment, then at such time Company or Parent shall promptly make payment of any such amounts to Executive.
16. NOTICES. All notices under this Agreement shall be in writing and shall be deemed effective when delivered in person to Executive or to the Secretary of Company and Parent, or if mailed, postage prepaid, registered or certified mail, addressed, in the case of Executive, to Executive's last known address as carried on the personnel records of Company, and, in the case of Company and Parent, to the corporate headquarters, attention of the Secretary, or to such other address as the party to be notified may specify by notice to the other party.
17. SUCCESSORS AND BINDING AGREEMENT.
(a) Company and Parent will require any successor, whether direct or indirect, by purchase, merger, consolidation or otherwise to all or substantially all of the business and/or assets of Company and/or Parent, as the case may be, expressly to assume and agree to perform this Agreement in the same manner and to the same extent that Company and Parent are required to perform it. Failure of Company and Parent to obtain such assumption and agreement prior to the effectiveness of any such succession shall be a breach of this Agreement and shall entitle Executive to compensation and benefits from Company and Parent in the same amount and on the same terms as Executive would be entitled hereunder if Executive had terminated employment for Good Reason, except that for purposes of implementing the foregoing, the date on which any such succession becomes effective shall be deemed the date on which Executive's employment with Company was terminated. As used in this Agreement, "Company" and "Parent" shall include any successor to Company's and/or Parent's, as the case may be, business and/or assets as aforesaid which assumes and agrees to perform this Agreement by operation of law, or otherwise.
(b) This Agreement shall inure to the benefit of, and be enforceable by, Executive's personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees and legatees. If Executive dies while any amount is still payable hereunder,
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all such amounts shall be paid in accordance with the terms of this Agreement to Executive's devisee, legatee or other designee or, if there is no such designee, to Executive's estate.
18. ARBITRATION. Any dispute which may arise between the parties hereto may, if both parties agree, be submitted to binding arbitration in the State of Connecticut in accordance with the Rules of the American Arbitration Association; provided that any such dispute shall first be submitted to Company's Board of Directors in an effort to resolve such dispute without resort to arbitration.
19. SEVERABILITY. If any of the terms or conditions of this Agreement shall be declared void or unenforceable by any court or administrative body of competent jurisdiction, such term or condition shall be deemed severable from the remainder of this Agreement, and the other terms and conditions of this Agreement shall continue to be valid and enforceable.
20. AMENDMENT. This Agreement may be modified or amended only by an instrument in writing executed by the parties hereto; provided, however, that the Board of Directors of Company and Parent may amend this Agreement without the consent of Executive upon receipt of a written opinion of Company's accounting firm that a provision or provisions of this Agreement would prevent "pooling" accounting treatment in connection with any Change-in-Control and such "pooling" accounting treatment would otherwise be available in connection with such Change-in-Control, to the extent necessary to permit "pooling" accounting treatment in connection with such a Change-in-Control, provided that such amendment may not adversely affect any benefit to which Executive was entitled under the terms of this Agreement as in effect on November 17 1999, and must preserve the benefits to Executive under this Agreement to the maximum extent possible consistent with obtaining such accounting treatment.
21. CONSTRUCTION. This Agreement shall supersede and replace all prior agreements and understandings between the parties hereto on the subject matter covered hereby. This Agreement shall be governed and construed under the laws of the State of Connecticut. Words of the masculine gender mean and include correlative words of the feminine gender. Paragraph headings are for convenience only and shall not be considered a part of the terms and provisions of the Agreement.
IN WITNESS WHEREOF, Company and Parent have caused this Agreement to be executed by a duly authorized officer, and Executive has hereunto set Executive's hand, this ____ day of _________________, 2001.
The Connecticut Water Company
By ____________________________
-15-
Connecticut Water Service, Inc.
By
 Executive
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ATTACHMENT A
RELEASE
We advise you to consult an attorney before you sign this Release. You have until the date which is seven (7) days after the Release is signed and returned to ____________________ ("Company") to change your mind and revoke your Release. Your Release shall not become effective or enforceable until after that date.
In consideration for the benefits provided under your Employment Agreement dated _________________________ with Company and ______________________ ("Parent"), and more specifically enumerated in Exhibit 1 hereto, by your signature below you agree to accept such benefits and not to make any claims of any kind against Company, its past and present and future parent corporations, subsidiaries, divisions, subdivisions, affiliates and related companies or their successors and assigns, including without limitation Parent, or any and all past, present and future Directors, officers, fiduciaries or employees of any of the foregoing (all parties referred to in the foregoing are hereinafter referred to as the "Releasees") before any agency, court or other forum, and you agree to release the Releasees from all claims, known or unknown, arising in any way from any actions taken by the Releasees up to the date of this Release, including, without limiting the foregoing, any claim for wrongful discharge or breach of contract or any claims arising under the Age Discrimination in Employment Act of 1967, Title VII of the Civil Rights Act of 1964, the Americans with Disabilities Act of 1990, the Employee Retirement Income Security Act of 1974, Connecticut's Fair Employment Practices Act or any other federal, state or local statute or regulation and any claim for attorneys' fees, expenses or costs of litigation.
THE PRECEDING PARAGRAPH MEANS THAT BY SIGNING THIS RELEASE YOU WILL HAVE WAIVED ANY RIGHT YOU MAY HAVE TO BRING A LAWSUIT OR MAKE ANY LEGAL CLAIM AGAINST THE RELEASEES BASED ON ANY ACTIONS TAKEN BY THE RELEASEES UP TO THE DATE OF THIS RELEASE.
By signing this Release, you further agree as follows:
1. You have read this Release carefully and fully understand its terms;
2. You have had at least twenty-one (21) days to consider the terms of the Release;
3. You have seven (7) days from the date you sign this Release to revoke it by written notification to Company. After this seven (7) day period, this Release is final and binding and may not be revoked;
4. You have been advised to seek legal counsel and have had an opportunity to do so;
-17-
5. You would not otherwise be entitled to the benefits provided under your Employment Agreement with Company and Parent had you not agreed to waive any right you have to bring a lawsuit or legal claim against the Releasees; and
6. Your agreement to the terms set forth above is voluntary.

Name:
      -----------------------------
Signature:                                                        Date:
           ------------------------                                     --------
Received by:                                                      Date:
             ----------------------                                     --------

EXHIBIT 1
1.
2.
3.
4.
5.
etc.
NOTE: THIS EXHIBIT IS TO BE COMPLETED AT THE TIME OF TERMINATION TO REFLECT ALL BENEFITS AND PAYMENTS MADE UNDER THE EMPLOYMENT AGREEMENT.

Acknowledged and Agreed:

THE CONNECTICUT WATER COMPANY               EXECUTIVE



By
   --------------------------------         -------------------------------
         Its

CONNECTICUT WATER SERVICE, INC.
By
 Its
  
EXHIBIT 10.12
PROTOTYPE DEFINED CONTRIBUTION PLAN AND
TRUST/CUSTODIAL ACCOUNT
Sponsored By
PW Trust Company
Basic Plan Document # 04
BASIC PLAN DOCUMENT 04 TABLE OF CONTENTS

SECTION ONE DEFINITIONS ...................................................    1
   1.01 ADOPTION AGREEMENT ................................................    1
   1.02 BASIC PLAN DOCUMENT ...............................................    1
   1.03 BENEFICIARY .......................................................    1
   1.04 BREAK IN ELIGIBILITY SERVICE ......................................    1
   1.05 BREAK IN VESTING SERVICE ..........................................    1
   1.06 CODE ..............................................................    1
   1.07 COMPENSATION ......................................................    1
   1.08 CUSTODIAN .........................................................    3
   1.09 DISABILITY ........................................................    3
   1.10 EARLY RETIREMENT AGE ..............................................    3
   1.11 EARNED INCOME .....................................................    3
   1.12 EFFECTIVE DATE ....................................................    3
   1.13 ELIGIBILITY COMPUTATION PERIOD ....................................    3
   1.14 EMPLOYEE ..........................................................    3
   1.15 EMPLOYER ..........................................................    3
   1.16 EMPLOYER CONTRIBUTION .............................................    3
   1.17 EMPLOYMENT COMMENCEMENT DATE ......................................    3
   1.18 EMPLOYER PROFIT SHARING CONTRIBUTION ..............................    3
   1.19 ENTRY DATES .......................................................    4
   1.20 ERISA .............................................................    4
   1.21 FORFEITURE ........................................................    4
   1.22 FUND ..............................................................    4
   1.23 HIGHLY COMPENSATED EMPLOYEE .......................................    4
   1.24 HOURS OF SERVICE -Means ...........................................    4
   1.25 INDIVIDUAL ACCOUNT ................................................    5
   1.26 INVESTMENT FUND ...................................................    5
   1.27 KEY EMPLOYEE ......................................................    5
   1.28 LEASED EMPLOYEE ...................................................    5
   1.29 NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS ..............................    5
   1.30 NORMAL RETIREMENT AGE .............................................    6
   1.31 OWNER-EMPLOYEE ....................................................    6
   1.32 PARTICIPANT .......................................................    6
   1.33 PLAN ..............................................................    6
   1.34 PLAN ADMINISTRATOR ................................................    6
   1.35 PLAN YEAR .........................................................    6
   1.36 PRIOR  PLAN .......................................................    6
   1.37 PROTOTYPE SPONSOR .................................................    6
   1.38 QUALIFYING PARTICIPANT ............................................    6
   1.39 RELATED EMPLOYER ..................................................    6
   1.40 RELATED EMPLOYER PARTICIPATION AGREEMENT ..........................    6

 

   1.41 SELF-EMPLOYED INDIVIDUAL ..........................................    6
   1.42 SEPARATE FUND .....................................................    6
   1.43 TAXABLE WAGE BASE .................................................    6
   1.44 TERMINATION OF EMPLOYMENT .........................................    6
   1.45 TOP-HEAVY PLAN ....................................................    7
   1.46 TRUSTEE ...........................................................    7
   1.47 VALUATION DATE ....................................................    7
   1.48 VESTED ............................................................    7
   1.49 YEAR OF ELIGIBILITY SERVICE .......................................    7
   1.50 YEAR OF VESTING SERVICE ...........................................    7
SECTION TWO ELIGIBILITY AND PARTICIPATION .................................    7
   2.01 ELIGIBILITY TO PARTICIPATE ........................................    7
   2.02 PLAN ENTRY ........................................................    7
   2.03 TRANSFER TO OR FROM INELIGIBLE CLASS ..............................    8
   2.04 RETURN AS A PARTICIPANT AFTER BREAK IN ELIGIBILITY SERVICE ........    8
   2.05 DETERMINATIONS UNDER THIS SECTION .................................    8
   2.06 TERMS OF EMPLOYMENT ...............................................    8
   2.07 SPECIAL RULES WHERE ELAPSED TIME METHOD IS BEING USED .............    8
   2.08 ELECTION NOT TO PARTICIPATE .......................................    9
SECTION THREE CONTRIBUTIONS ...............................................    9
   3.01 EMPLOYER CONTRIBUTIONS ............................................    9
   3.02 NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS ..............................   12
   3.03 ROLLOVER CONTRIBUTIONS ............................................   12
   3.04 TRANSFER CONTRIBUTIONS ............................................   12
   3.05 LIMITATION ON ALLOCATIONS .........................................   12
SECTION FOUR INDIVIDUAL ACCOUNTS OF PARTICIPANTS AND VALUATION ............   16
   4.01 INDIVIDUAL ACCOUNTS ...............................................   16
   4.02 VALUATION OF FUND .................................................   16
   4.03 VALUATION OF INDIVIDUAL ACCOUNTS ..................................   16
   4.04 MODIFICATION OF METHOD FOR VALUING INDIVIDUAL ACCOUNTS ............   18
   4.05 SEGREGATION OF ASSETS .............................................   18
   4.06 STATEMENT OF INDIVIDUAL ACCOUNTS ..................................   18
SECTION FIVE TRUSTEE OR CUSTODIAN .........................................   18
   5.01 CREATION OF FUND ..................................................   18
   5.02 INVESTMENT AUTHORITY ..............................................   18
   5.03 FINANCIAL ORGANIZATION CUSTODIAN OR TRUSTEE WITHOUT FULL
        TRUST POWERS ......................................................   18
   5.04 FINANCIAL ORGANIZATION TRUSTEE WITH FULL TRUST POWERS AND
        INDIVIDUAL TRUSTEE ................................................   19
   5.05 DIVISION OF FUND INTO INVESTMENT FUNDS ............................   20
   5.06 COMPENSATION AND EXPENSES .........................................   20
   5.07 NOT OBLIGATED TO QUESTION DATA ....................................   21
   5.08 LIABILITY FOR WITHHOLDING ON DISTRIBUTIONS ........................   21
   5.09 RESIGNATION OR REMOVAL OF TRUSTEE (OR CUSTODIAN) ..................   21
   5.10 DEGREE OF CARE -LIMITATIONS OF LIABILITY ..........................   21
   5.11 INDEMNIFICATION OF PROTOTYPE SPONSOR AND TRUSTEE
        (OR CUSTODIAN) ....................................................   22

 

   5.12 INVESTMENT MANAGERS ...............................................   22
   5.13 MATTERS RELATING TO INSURANCE .....................................   22
   5.14 DIRECTION OF INVESTMENTS BY PARTICIPANT ...........................   23
SECTION SIX VESTING AND DISTRIBUTION ......................................   23
   6.01 DISTRIBUTION TO PARTICIPANT .......................................   23
   6.02 FORM OF DISTRIBUTION TO A PARTICIPANT .............................   26
   6.03 DISTRIBUTIONS UPON THE DEATH OF A PARTICIPANT .....................   27
   6.04 FORM OF DISTRIBUTION TO BENEFICIARY ...............................   28
   6.05 JOINT AND SURVIVOR ANNUITY REQUIREMENTS ...........................   28
   6.06 DISTRIBUTION REQUIREMENTS .........................................   31
   6.07 ANNUITY CONTRACTS .................................................   35
   6.08 LOANS TO PARTICIPANTS .............................................   35
   6.09 DISTRIBUTION IN KIND ..............................................   36
   6.10 DIRECT ROLLOVERS OF ELIGIBLE ROLLOVER DISTRIBUTIONS ...............   36
   6.11 PROCEDURE FOR MISSING PARTICIPANTS OR BENEFICIARIES ...............   36
SECTION SEVEN CLAIMS PROCEDURE ............................................   36
   7.01 FILING A CLAIM FOR PLAN DISTRIBUTIONS .............................   36
   7.02 DENIAL OF CLAIM ...................................................   37
   7.03 REMEDIES AVAILABLE ................................................   37
SECTION EIGHT PLAN ADMINISTRATOR ..........................................   37
   8.01 EMPLOYER IS PLAN ADMINISTRATOR ....................................   37
   8.02 POWERS AND DUTIES OF THE PLAN ADMINISTRATOR .......................   37
   8.03 EXPENSES AND COMPENSATION .........................................   38
   8.04 INFORMATION FROM EMPLOYER .........................................   38
SECTION NINE AMENDMENT AND TERMINATION ....................................   38
   9.01 RIGHT OF PROTOTYPE SPONSOR TO AMEND THE PLAN ......................   38
   9.02 RIGHT OF EMPLOYER TO AMEND THE PLAN ...............................   39
   9.03 LIMITATION ON POWER TO AMEND ......................................   39
   9.04 AMENDMENT OF VESTING SCHEDULE .....................................   39
   9.05 PERMANENCY ........................................................   39
   9.06 METHOD AND PROCEDURE FOR TERMINATION ..............................   39
   9.07 CONTINUANCE OF PLAN BY SUCCESSOR EMPLOYER .........................   39
   9.08 FAILURE OF PLAN QUALIFICATION .....................................   40
SECTION TEN MISCELLANEOUS .................................................   40
   10.01 STATE COMMUNITY PROPERTY LAWS ....................................   40
   10.02 HEADINGS .........................................................   40
   10.03 GENDER AND NUMBER ................................................   40
   10.04 PLAN MERGER OR CONSOLIDATION .....................................   40
   10.05 STANDARD OF FIDUCIARY CONDUCT ....................................   40
   10.06 GENERAL UNDERTAKING OF ALL PARTIES ...............................   40
   10.07 AGREEMENT BINDS HEIRS, ETC. ......................................   40
   10.08 DETERMINATION OF TOP-HEAVY STATUS ................................   40
   10.09 SPECIAL LIMITATIONS FOR OWNER-EMPLOYEES ..........................   42
   10.10 INALIENABILITY OF BENEFITS .......................................   42
   10.11 CANNOT ELIMINATE PROTECTED BENEFITS ..............................   42
SECTION ELEVEN 401(K) PROVISIONS ..........................................   43
   11.100 DEFINITIONS .....................................................   43

 

11.101 ACTUAL DEFERRAL PERCENTAGE (ADP) ................................   43
11.102 AGGREGATE LIMIT .................................................   43
11.103 AVERAGE CONTRIBUTION PERCENTAGE (ACP) ...........................   43
11.104 CONTRIBUTING PARTICIPANT ........................................   43
11.105 CONTRIBUTION PERCENTAGE .........................................   43
11.106 CONTRIBUTION PERCENTAGE AMOUNTS .................................   43
11.107 ELECTIVE DEFERRALS ..............................................   43
11.108 ELIGIBLE PARTICIPANT ............................................   44
11.109 EXCESS AGGREGATE CONTRIBUTIONS ..................................   44
11.110 EXCESS CONTRIBUTIONS ............................................   44
11.111 EXCESS ELECTIVE DEFERRALS .......................................   44
11.112 MATCHING CONTRIBUTION ...........................................   44
11.113 QUALIFIED NONELECTIVE CONTRIBUTIONS .............................   44
11.114 QUALIFIED MATCHING CONTRIBUTIONS ................................   44
11.115 QUALIFYING CONTRIBUTING PARTICIPANT .............................   45
11.200 CONTRIBUTING PARTICIPANT ........................................   45
11.201 REQUIREMENTS TO ENROLL AS A CONTRIBUTING PARTICIPANT ............   45
11.202 CHANGING ELECTIVE DEFERRAL AMOUNTS ..............................   45
11.203 CEASING ELECTIVE DEFERRALS ......................................   45
11.204 RETURN AS A CONTRIBUTING PARTICIPANT AFTER
       CEASING ELECTIVE DEFERRALS ......................................   45
11.205 CERTAIN ONE-TIME IRREVOCABLE ELECTIONS ..........................   45
11.300 CONTRIBUTIONS ...................................................   45
11.301 CONTRIBUTIONS BY EMPLOYER .......................................   45
11.302 MATCHING CONTRIBUTIONS ..........................................   46
11.303 QUALIFIED NONELECTIVE CONTRIBUTIONS .............................   46
11.304 QUALIFIED MATCHING CONTRIBUTIONS ................................   46
11.305 NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS ............................   46
11.400 NONDISCRIMINATION TESTING .......................................   46
11.401 ACTUAL DEFERRAL PERCENTAGE TEST (ADP) ...........................   46
11.402 LIMITS ON NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS
       AND MATCHING CONTRIBUTIONS ......................................   47
11.500 DISTRIBUTION PROVISIONS .........................................   48
11.501 GENERAL RULE ....................................................   48
11.502 DISTRIBUTION REQUIREMENTS .......................................   48
11.503 HARDSHIP DISTRIBUTION ...........................................   49
11.504 DISTRIBUTION OF EXCESS ELECTIVE DEFERRALS .......................   49
11.505 DISTRIBUTION OF EXCESS CONTRIBUTIONS ............................   50
11.506 DISTRIBUTION OF EXCESS AGGREGATE CONTRIBUTIONS ..................   50
11.507 RECHARACTERIZATION ..............................................   51
11.508 DISTRIBUTION OF ELECTIVE DEFERRALS IF EXCESS
       ANNUAL ADDITIONS ................................................   51
11.600 VESTING .........................................................   51
11.601 100% VESTING ON CERTAIN CONTRIBUTIONS ...........................   51
11.602 FORFEITURES AND VESTING OF MATCHING CONTRIBUTIONS ...............   51

QUALIFIED RETIREMENT PLAN AND TRUST
Defined Contribution Basic Plan Document
SECTION ONE DEFINITIONS
The following words and phrases when used in the Plan with initial capital letters shall for the purpose of this Plan have the meanings set forth below unless the context indicates that other meanings are intended:
1.01 ADOPTION AGREEMENT
Means the document executed by the Employer through which it adopts the Plan and Trust and thereby agrees to be bound by all terms and conditions of the Plan and Trust.
1.02 BASIC PLAN DOCUMENTATION
Means this prototype Plan and Trust document,
1.03 BENEFICIARY
Means the individual or individuals designated pursuant to
Section 6.03(A) of the Plan,
1.04 BREAK IN ELIGIBILITY SERVICE
Means a 12 consecutive month period which coincides with an Eligibility Computation Period during which an Employee fails to complete more than 500 Hours of Service (or such lesser number of Hours of Service specified in the Adoption Agreement for this purpose).
1.05 BREAK IN VESTING SERVICE
Means a Plan Year (or other vesting computation period described in Section 1.50) during which an Employee fails to complete more than 500 Hours of Service (or such lesser number of Hours of Service specified in the Adoption Agreement for this purpose).
1.06 CODE
Means the Internal Revenue Code of 1986 as amended from time-to-time.
1.07 COMPENSATION
A. Basic Definition
For Plan Years beginning on or after January 1, 1989, the following definition of Compensation shall apply:
As elected by the Employer in the Adoption Agreement (and if no election is made, W-2 wages will be deemed to have been selected), Compensation shall mean one of the following:
1. W-2 wages. Compensation is defined as information required to be reported under Sections 6041 and 6051, and 6052 of the Code (Wages, tips and other compensation as reported on Form W-2). Compensation is defined as wages within the meaning of
Section 3401 (a) of the Code and all other payments of compensation to an Employee by the Employer (in the course of the Employer's trade or business) for which the Employer is required to furnish the Employee a written statement under Sections 6041(d) and 6051(a)(3), and 6052 of the Code. Compensation must be determined without regard to any rules under Section 3401 (a) that limit the remuneration included in wages based on the nature or location of the employment or the services performed (such as the exception for agricultural labor in
Section 3401(a)(2)).
2. Section 3401(a) wages. Compensation is defined as wages within the meaning of
Section 3401(a) of the Code, for the purposes of income tax withholding at the source but determined without regard to any rules that limit the remuneration included in wages based on the nature or location of the employment or the services performed (such as the exception for agricultural labor in Section 3401(a)(2)).
3. 415 safe-harbor compensation. Compensation is defined as wages, salaries, and fees
for professional services and other amounts received (without regard to whether or not an amount is paid in cash) for personal services actually rendered in the course of employment with the Employer maintaining the Plan to the extent that the amounts are includible in gross income (including, but not limited to, commissions paid salesmen, compensation for services on the basis of a percentage of profits, commissions on insurance premiums, tips, bonuses, fringe benefits, and reimbursements or other expense allowances under a nonaccountable plan (as described in 1.62-2(c>>, and excluding the following:

a        Employer contributions to a plan of
         deferred compensation which are not
         includible in the Employee's gross
         income for the taxable year in
         which contributed, or employer
         contributions under a simplified
         employee pension plan to the extent
         such contributions are deductible
         by the Employee, or any
         distributions from a plan of
         deferred compensation;

b.       Amounts realized from the exercise
         of a nonqualified stock option, or
         when restricted stock (or property)
         held by the Employee either becomes
         freely transferable or is no longer
         subject to a substantial risk of
         forfeiture;

c.       Amounts realized from the sale,
         exchange or other disposition of
         stock acquired under a qualified
         stock option; and

d.       Other amounts which received
         special tax benefits, or
         contributions made by the Employer
         (whether or not under a salary
         reduction agreement) towards the
         purchase of an annuity contract
         described in Section 403(b) of the
         Code (whether or not the
         contributions are actually
         excludable from the gross income of
         the Employee).

For any Self-Employed Individual covered under the Plan, Compensation will mean Earned Income.
B. Determination Period and Other Rules
Compensation shall include only that Compensation which is actually paid to the Participant during the determination period. Except as provided elsewhere in this Plan, the determination period shall be the Plan Year unless the Employer has selected another period in the Adoption Agreement. If the Employer makes no election, the determination period shall be the Plan Year.
Unless otherwise indicated in the Adoption Agreement, Compensation shall include any amount which is contributed by the Employer pursuant to a salary reduction agreement and which is not includible in the gross income of the Employee under Sections 125,
402(e)(3), 402(h)(1)(B) or 403(b) of the Code.
Where this Plan is being adopted as an amendment and restatement to bring a Prior Plan into compliance with the Tax Reform Act of 1986, such Prior Plan's definition of Compensation shall apply for Plan Years beginning before January 1, 1989.
C. Limits On Compensation
For years beginning after December 31, 1988 and before January 1, 1994, the annual Compensation of each Participant taken into account for determining 311 benefits provided under the Plan for any determination period shall not exceed $200,000 This limitation shall be adjusted by the Secretary at the same time and in the same manner as under Section 4 J 5(d) of the Code, except that the dollar increase in effect on January 1 of any calendar year is effective for Plan Years beginning in such calendar year and the first adjustment to the $200,000 limitation is effective on January 1,1990.
For Plan Years beginning on or after January 1, 1994, the annual Compensation of each Participant taken into account for determining all benefits provided under the Plan for any Plan Year shall not exceed $150,000, as adjusted for increases in the cost-of-living in accordance with Section 401(a)(17)(B) of the Internal Revenue Code. The cost-of-living adjustment in effect for a calendar year applies to any determination period beginning in such calendar year.
If the period for determining Compensation used in calculating an Employee's allocation for a determination-period is a short Plan Year (i.e., shorter than 12 months), the annual Compensation limit is an amount equal to the otherwise applicable annual Compensation limit multiplied by a fraction, the numerator of which is the number of months in the
short Plan Year, and the denominator of which is 12.
In determining the Compensation of a Participant for purposes of this limitation, the rules of Section 414(q)(6) of the Code shall apply, except in applying such rules, the term "family" shall include only the spouse of the Participant and any lineal descendants of the Participant who have not attained age 19 before the close of the year. If, as a result of the application of such rules the adjusted $200,000 limitation is exceeded, then (except for purposes of determining the portion of Compensation up to the integration level, if this Plan provides for permitted disparity), the limitation shall be prorated among the affected individuals in proportion to each such individual's Compensation as determined under this Section prior to the application of this limitation.
If Compensation for any prior determination period is taken into account in determining an Employee's allocations or benefits for the current determination period, the Compensation for such prior determination period is subject to the applicable annual Compensation limit in effect for that prior period. For this purpose, in determining allocations in Plan Years beginning on or after January 1, 1989, the annual Compensation limit in effect for determination periods beginning before that date is $200,000. In addition, in determining allocations in Plan Years beginning on or after January 1, 1994, the annual Compensation limit in effect for determination periods beginning before that date is $150,000.
1.08 CUSTODIAN
Means an entity specified in the Adoption Agreement as Custodian or any duly appointed successor as provided in
Section 5.09.
1.09 DISABILITY
Unless the Employer has elected a different definition in the Adoption Agreement, Disability means the inability to engage in any substantial, gainful activity by reason of any medically determinable physical or mental impairment that can be expected to result in death or which has lasted or can be expected to last for a continuous period of not less than 12 months. The permanence and degree of such impairment shall be supported by medical evidence.
1.10 EARLY RETIREMENT AGE
Means the age specified in the Adoption Agreement The Plan will not have an Early Retirement Age if none is specified in the Adoption Agreement.
1.11 EARNED INCOME
Means the net earnings from self-employment in the trade or business with respect to which the Plan is established, for which persona] services of the individual are a material income-producing factor. Net earnings will be determined without regard to items not included in gross income and the deductions allocable to such items. Net earnings are reduced by contributions by the Employer to a qualified plan to the extent deductible under Section 404 of the Code.
Net earnings shall be determined with regard to the deduction allowed to the Employer by Section 164(f) of the Code for taxable years beginning after December 31, 1989.
1.12 EFFECTIVE DATE
Means the date the Plan becomes effective as indicated in the Adoption Agreement. However, as indicated in the Adoption Agreement, certain provisions may have specific effective dates. Further, where a separate date is stated in the Plan as of which a particular Plan provision becomes effective, such date will control with respect to that provision
1.13 ELIGIBILITY COMPUTATION PERIOD
An Employee's initial Eligibility Computation Period shall be the 12 consecutive month period commencing on the Employee's Employment Commencement Date. The Employee's subsequent Eligibility Computation Periods shall be the 12 consecutive month periods commencing on the anniversaries of his or her Employment Commencement Date; provided, however, if pursuant to the Adoption Agreement, an Employee is required to complete one or less Years of Eligibility Service to become a Participant, then his or her subsequent Eligibility Computation Periods shall be the Plan Years commencing with the Plan Year beginning during his or her initial Eligibility Computation Period. An Employee, does not complete a Year of Eligibility Service before the end of the 12 consecutive month period regardless of when during such period the Employee completes
the required number of Hours of Service.
1.14 EMPLOYEE
Means any person employed by an Employer maintaining the Plan or of any other employer required to be aggregated with such Employer under Sections 414(b), (c), (m) or (o) of the Code.
The term Employee shall also include any Leased Employee deemed to be an Employee of any Employer described in the previous paragraph as provided in Section 414(n) or (o) of the Code.
1.15 EMPLOYER
Means any corporation, partnership, sole-proprietorship or other entity named in the Adoption Agreement and any successor who by merger, consolidation, purchase or otherwise assumes the obligations of the Plan. A partnership is considered to be the Employer of each of the partners and a sole-proprietorship is considered to be the Employer of a sole proprietor. Where this Plan is being maintained by a union or other entity that represents its member Employees in the negotiation of collective bargaining agreements, the term Employer shall mean such union or other entity.
1.16 EMPLOYER CONTRIBUTION
Means the amount contributed by the Employer each year as determined under this Plan.
1.17 EMPLOYMENT COMMENCEMENT DATE
An Employee's Employment Commencement date means the date the Employee first performs an Hour of Service for the Employer.
1.18 EMPLOYER PROFIT SHARING CONTRIBUTION
Means an Employer Contribution made pursuant to the Section of the Adoption Agreement titled "Employer Profit Sharing Contributions. " The Employer may make Employer Profit Sharing Contributions without regard to current or accumulated earnings or profits.
1.19 ENTRY DATES
Means the first day of the Plan Year and the first day of the seventh month of the Plan Year, unless the Employer has specified different dates in the Adoption Agreement.
1.20 ERISA
Means the Employee Retirement Income Security Act of 1974 as amended from time-to-time.
1.21 FORFEITURE
Means that portion of a Participant's Individual Account derived from Employer Contributions which he or she is not entitled to receive (i.e., the nonvested portion).
1.22 FUND
Means the Plan assets held by the Trustee for the Participants' exclusive benefit.
1.23 HIGHLY COMPENSATED EMPLOYEE
The term Highly Compensated Employee includes highly compensated active employees and highly compensated former employees.
A highly compensated active employee includes any Employee who performs service for the Employer during the determination year and who, during the look-back year: (a) received Compensation from the Employer in excess of $75,000 (as adjusted pursuant to Section 415(d) of the Code); (b) received Compensation from the Employer in excess of $50,000 (as adjusted pursuant to Section 415(d) of the Code) and was a member of the top-paid group for such year; or (c) was an officer of the Employer and received Compensation during such year that is greater than 50% of the dollar limitation in effect under Section 415(b)(1)(A) of the Code. The term Highly Compensated Employee also includes: (a) Employees who are both described in the preceding sentence if the term "determination year" is substituted for the term "look-back year" and the Employee is one of the 100 Employees who received the most Compensation from the Employer during the determination year; and (b) Employees who are 5% Owners at any time during the look-back year or determination year.
If no officer has satisfied the Compensation requirement of
(c) above during either a determination year or look-back year, the highest paid officer for such year shall be treated as a Highly Compensated Employee.
For this purpose, the determination year shall be the Plan Year The look-back year shall be the 12
month period immediately preceding the determination year.
A highly compensated former employee includes any Employee who separated from service (or was deemed to have separated) prior to the determination year, performs no service for the Employer during the determination year, and was a highly compensated active employee for either the separation year or any determination year ending on or after the Employee's 55th birthday.
If an Employee is, during a determination year or look-back year, a family member of either a 5% owner who is an active or former Employee or a Highly Compensated Employee who is one of the 10 most Highly Compensated Employees ranked on the basis of Compensation paid by the Employer during such year, then the family member and the 5% owner or top 10 Highly Compensated Employee shall be aggregated. In such case, the family member and 5% owner or top 10 Highly Compensated Employee shall be treated as a single Employee receiving Compensation and Plan contributions or benefits equal to the sum of such Compensation and contributions or benefits of the family member and 5% owner or top 10 Highly Compensated Employee. For purposes of this Section, family member includes the spouse, lineal ascendants and descendants of the Employee or former Employee and the spouses of such lineal ascendants and descendants.
The determination of who is a Highly Compensated Employee, including the determinations of the number and identity of Employees in the top-paid group, the top 100 Employees, the number of Employees treated as officers and the Compensation that is considered, will be made in accordance with Section 414(q) of the Code and the regulations thereunder.
1.24 HOURS OF SERVICE -Means
A. Each hour for which an Employee is paid, or entitled to payment, for the performance of duties for the Employer. These hours will be credited to the Employee for the computation period in which the duties are performed; and
B. Each hour for which an Employee is paid, or entitled to payment, by the Employer on account of a period of time during which no duties are performed (irrespective of whether the employment relationship has terminated) due to vacation, holiday, illness, incapacity (including disability), layoff, jury duty, military duty or leave of absence. No more than 501 Hours of Service will be credited under this paragraph for any single continuous period (whether or not such period occurs in a single computation period). Hours under this paragraph shall be calculated and credited pursuant to Section 2530.200b-2 of the Department of Labor Regulations which is incorporated herein by this reference; and
C. Each hour for which back pay, irrespective of mitigation of damages, is either awarded or agreed to by the Employer. The same Hours of Service will not be credited both under paragraph (A) or paragraph (B), as the case may be, and under this paragraph
(C). These hours will be credited to the Employee for the computation period or periods to which the award or agreement pertains rather than the computation period in which the award, agreement, or payment is made.
D. Solely for purposes of determining whether a Break in Eligibility Service or a Break in Vesting Service has occurred in a computation period (the computation period for purposes of determining whether a Break in Vesting Service has occurred is the Plan Year or other vesting computation period described in Section 1.50), an individual who is absent from work for maternity or paternity reasons shall receive credit for the Hours of Service which would otherwise have been credited to such individual but for such absence, or in any case in which such hours cannot be determined, 8 Hours of Service per day of such absence. For purposes of this paragraph, an absence from work for maternity or paternity reasons means an absence (1) by reason of the pregnancy of the individual, (2) by reason of a birth of a child of the individual, (3) by reason of the placement of a child with the individual in connection with the adoption of such child by such individual, or (4) for purposes of caring for such child for a period beginning immediately following such birth or placement. The Hours of Service credited under this paragraph shall be credited (1) in the Eligibility Computation Period or Plan Year or other vesting computation period described in Section 1.50 in which the absence begins if the crediting is necessary to prevent a Break in Eligibility Service or a Break in Vesting Service in the applicable period, or (2) in all other cases, in the following Eligibility Computation Period or Plan Year or other vesting computation period described in Section 1.50.
E. Hours of Service will be credited for employment with other members of an affiliated service
group (under Section 414(m) of the Code), a controlled group of corporations (under Section 414(b) of the Code), or a group of trades or businesses under common control (under Section 414(c) of the Code) of which the adopting Employer is a member, and any other entity required to be aggregated with the Employer pursuant to Section 414(o) of the Code and the regulations thereunder.
Hours of Service will also be credited for any individual considered an Employee for purposes of this Plan under Code Sections 414(n) or 414(o) and the regulations thereunder.
F. Where the Employer maintains the plan of a predecessor employer, service for such predecessor employer shall be treated as service for the Employer.
G. The above method for determining Hours of Service may be altered as specified in the Adoption Agreement.
1.25 INDIVIDUAL ACCOUNT
Means the account established and maintained under this Plan for each Participant in accordance with Section 4.01.
1.26 INVESTMENT FUND
Means a subdivision of the Fund established pursuant to
Section 5.05.
1.27 KEY EMPLOYEE
Means any person who is determined to be a Key Employee under
Section 10.08.
1.28 LEASED EMPLOYEE
Means any person (other than an Employee of the recipient) who pursuant to an agreement between the recipient and any other person ("leasing organization") has performed services for the recipient (or for the recipient and related persons determined in accordance with Section 414(n)(6) of the Code) on a substantially full time basis for a period of at least one year, and such services are of a type historically performed by Employees in the business field of the recipient Employer. Contributions or benefits provided a Leased Employee by the leasing organization which are attributable to services performed for the recipient Employer shall be treated as provided by the recipient Employer.
A Leased Employee shall not be considered an Employee of the recipient if (1) such employee is covered by a money purchase pension plan providing: (a) a nonintegrated employer contribution rate of at least 10% of compensation, as defined in Section 415(c)(3) of the Code, but including amounts contributed pursuant to a salary reduction agreement which are excludable from the employee's gross income under Section 125,
Section 402(e)(3), Section 402(h)(1)(B) or Section 403(b) of the Code, (b) immediate participation, and (c) full and immediate vesting; and (2) Leased Employees do not constitute more than 20% of the recipient's nonhighly compensated work force.
1.29 NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS
Means any contribution made to the Plan by or on behalf of a Participant that is included in the Participant's gross income in the year in which made and that is maintained under a separate account to which earnings and losses are allocated.
1.30 NORMAL RETIREMENT AGE
Means the age specified in the Adoption Agreement. However, if the Employer enforces a mandatory retirement age which is less than the Normal Retirement Age, such mandatory age is deemed to be the Normal Retirement Age. If no age is specified in the Adoption Agreement, the Normal Retirement Age shall be age 65.
1.31 OWNER-EMPLOYEE
Means an individual who is a sole proprietor, or who is a partner owning more than 10% of either the capital or profits interest of the partnership.
1.32 PARTICIPANT
Means any Employee or former Employee of the Employer who has met the Plan's eligibility requirements, has entered the Plan and who is or may become eligible to receive a benefit of any type from this Plan or whose Beneficiary may be eligible to receive any such benefit.
1.33 PLAN
Means the prototype defined contribution plan adopted by the Employer. The Plan consists of this Basic Plan Document plus the corresponding Adoption Agreement as completed and signed by the Employer.
1.34 PLAN ADMINISTRATOR
Means the person or persons determined to be the Plan Administrator in accordance with Section 801.
1.35 PLAN YEAR
Means the 12 consecutive month period which coincides with the Employer's fiscal year or such other 12 consecutive month period as is designated in the Adoption Agreement.
1.36 PRIOR PLAN
Means a plan which was amended or replaced by adoption of this Plan document as indicated in the Adoption Agreement.
1.37 PROTOTYPE SPONSOR
Means the entity specified in the adoption agreement that makes this prototype plan available to employers for adoption.
1.38 QUALIFYING PARTICIPANT
Means a Participant who has satisfied the requirements described in Section 3.01 (B)(2) to be entitled to share in any Employer Contribution (and Forfeitures, if applicable) for a Plan Year.
1.39 RELATED EMPLOYER
Means all employer that may be required to be aggregated with the Employer adopting this Plan for certain qualification requirements under Sections 414(b), (c), (m) or (o) of the Code (or any other employer that has ownership in common with the employer). A Related Employer may participate in this Plan if so indicated in the Section of the Adoption Agreement titled "Employer Information" or if such Related Employer executes a Related Employer Participation Agreement.
1.40 RELATED EMPLOYER PARTICIPATION AGREEMENT
Means the agreement under this prototype Plan that a Related Employer may execute to participate in this Plan.
1.41 SELF-EMPLOYED INDIVIDUAL
Means an individual who has Earned Income for the taxable year from the trade or business for which the Plan is established:
also, an individual who would have had Earned Income but for the fact that the trade or business had no net profits for the taxable year.
1.42 SEPARATE FUND
Means a subdivision of the Fund held in the name of a particular Participant representing certain assets held for that Participant. The assets which comprise a Participant's Separate Fund are those assets earmarked for him or her and those assets subject to the Participant's individual direction pursuant to Section 5.14.
1.43 TAXABLE WAGE BASE
Means, with respect to any taxable year, the contribution and benefit base in effect under Section 230 of the Social Security Act at the beginning of the Plan Year.
1.44 TERMINATION OF EMPLOYMENT
A Termination of Employment of an Employee of all Employer shall occur whenever his or her status as an Employee of such Employer ceases for any reason other than death. An Employee who does not return to work for the Employer on or before the expiration of an authorized leave of absence from such Employer shall be deemed to have incurred a Termination of Employment when such leave ends.
1.45 TOP-HEAVY PLAN
This Plan is a Top-Heavy Plan for any Plan Year if it is determined to be such pursuant to Section 10.08.
1.46 TRUSTEE
Means an individual, individuals or corporation specified in the Adoption Agreement as Trustee or any duly appointed successor as provided in Section 5.09. Trustee shall mean Custodian in the event the financial organization named as Trustee does not have full trust powers.
1.47 VALUATION DATE
Means the date or dates as specified in the Adoption Agreement. If no date is specified in the Adoption Agreement, the Valuation Date shall be the last day of the Plan Year and each other date designated by the Plan Administrator which is selected in a uniform and Nondiscriminatory manner when the assets of the Fund are valued at their then fair market value.
1.48 VESTED
Means nonforfeitable, that is, a claim which is unconditional and legally enforceable against the Plan obtained by a Participant or the Participant's Beneficiary to that part of an immediate or deferred benefit under the Plan which arises from a Participant's Years of Vesting Service.
1.49 YEAR OF ELIGIBILITY SERVICE
Means a 12 consecutive month period which coincides with an Eligibility Computation Period during which an Employee completes at least 1,000 Hours of Service (or such lesser number of Hours of Service specified in the Adoption Agreement for this purpose). An Employee does not complete a Year of Eligibility Service before the end of the 12 consecutive month period regardless of when during such period the Employee completes the required number of Hours of Service.
1.50 YEAR OF VESTING SERVICE
Means a Plan Year during which an Employee completes at least 1,000 Hours of Service (or such lesser number of Hours of Service specified in the Adoption Agreement for this purpose). Notwithstanding the preceding sentence, where the Employer so indicates in the Adoption Agreement, vesting shall be computed by reference to the 12 consecutive month period beginning with the Employee's Employment Commencement Date and each successive 12 month period commencing on the anniversaries thereof.
In the case of a Participant who has 5 or more consecutive Breaks in Vesting Service, all Years of Vesting Service after such Breaks in Vesting Service will be disregarded for the purpose of determining the Vested portion of his or her Individual Account derived from Employer Contributions that accrued before such breaks. Such Participant's prebreak service will count in vesting the postbreak Individual Account derived from Employer Contributions only if either:
(A) such Participant had any Vested right to any portion of his or her Individual Account derived from Employer Contributions at the time of his or her Termination of Employment; or
(B) upon returning to service, the number of consecutive Breaks in Vesting Service is less than his or her number of Years of Vesting Service before such breaks.
Separate subaccounts will be maintained for the Participant's prebreak and postbreak portions of his or her Individual Account derived from Employer Contributions. Both subaccounts will share in the gains and losses of the fund.
Years of Vesting Service shall not include any period of time excluded from Years of Vesting Service in the Adoption Agreement.
In the event the Plan Year is changed to a new 12-month period, Employees shall receive credit for Years of Vesting Service, in accordance with the preceding provisions of this definition, for each of the Plan Years (the old and new Plan Years) which overlap as a result of such change.
SECTION TWO ELIGIBILITY AND PARTICIPATION
2.01 ELIGIBILITY TO PARTICIPATE
Each Employee of the Employer, except those Employees who belong to a class of Employees which is excluded from participation as indicated in the Adoption Agreement, shall be eligible to participate in this Plan upon the satisfaction of the age and Years of Eligibility Service requirements specified in the Adoption Agreement.
2.02 PLAN ENTRY
A. If this Plan is a replacement of a Prior Plan by amendment or restatement, each Employee of the Employer who was a Participant in said Prior Plan before the Effective Date shall continue to be a Participant in this Plan.
B. An Employee will become a Participant in the Plan as of the Effective Date if the Employee
has met the eligibility requirements of Section 2.01 as of such date. After the Effective Date, each Employee shall become a Participant on the first Entry Date following the date the Employee satisfies the eligibility requirements of Section 2.01 unless otherwise indicated in the Adoption Agreement.
C. The Plan Administrator shall notify each employee who becomes eligible to be a Participant Under this Plan and shall furnish the Employee with the application form, enrollment forms or other documents which are required of Participants. The eligible Employee shall execute such forms or documents and make available such information as may be required in the administration of the Plan.
2.03 TRANSFER TO OR FROM INELIGIBLE CLASS
If an Employee who had been a Participant becomes ineligible to participate because he or she is no longer a member of an eligible class of Employees, but has not incurred a Break in Eligibility Service, such Employee shall participate immediately upon his or her return to an eligible class of Employees. If such Employee incurs a Break in Eligibility Service, his or her eligibility to participate shall be determined by Section 2.04.
An Employee who is not a member of the eligible class of Employees will become a Participant immediately upon becoming a member of the eligible class provided such Employee has satisfied the age and Years of Eligibility Service requirements. If such Employee has not satisfied the age and Years of Eligibility Service requirements as of the date he or she becomes a member of the eligible class, such Employee shall become a Participant on the first Entry Date following the date he or she satisfies those requirements unless otherwise indicated in the Adoption Agreement.
2.04 RETURN AS A PARTICIPANT AFTER BREAK IN ELIGIBILITY SERVICE
A. Employee Not Participant Before Break - If an Employee incurs a Break in Eligibility Service before satisfying the Plan's eligibility requirements, such Employee's Years of Eligibility Service before such Break in Eligibility Service will not be taken into account.
B. Nonvested Participants - In the case of a Participant who does not have a Vested interest in his or her Individual Account derived from Employer Contributions, Years of Eligibility Service before a period of consecutive Breaks in Eligibility Service will not be taken into account for eligibility purposes if the number of consecutive Breaks in Eligibility Service in such period equals or exceeds the greater of 5 or the aggregate number of Years of Eligibility Service before such break Such aggregate number of Years of Eligibility Service will not include any Years of Eligibility Service disregarded under the preceding sentence by reason of prior breaks.
If a Participant's Years of Eligibility Service are disregarded pursuant to the preceding paragraph, such Participant will be treated as a new Employee for eligibility purposes. If a Participant's Years of Eligibility Service may not be disregarded pursuant to the preceding paragraph, such Participant shall continue to participate in the Plan, or, if terminated, shall participate immediately upon reemployment.
C. Vested Participants - A Participant who has sustained a Break in Eligibility Service and who had a Vested interest in all or a portion of his or her Individual Account derived from Employer Contributions shall continue to participate in the Plan, or, if terminated, shall participate immediately upon reemployment.
2.05 DETERMINATIONS UNDER THIS SECTION
The Plan Administrator shall determine the eligibility of each Employee to be a Participant. This determination shall be conclusive and binding upon all persons except as otherwise provided herein or by law.
2.06 TERMS OF EMPLOYMENT
Neither the fact of the establishment of the Plan nor the fact that a common law Employee has become a Participant shall give to that common law Employee any right to continued employment:
nor shall either fact limit the right of the Employer to discharge or to deal otherwise with a common law Employee without regard to the effect such treatment may have upon the Employee's rights under the Plan
2.07 SPECIAL RULES WHERE ELAPSED TIME METHOD IS BEING USED
This Section 2.07 shall apply where the Employer has indicated in the adoption Agreement that the elapsed time method will be used. When this Section applies, the definitions of year of service, break in service and hour of service in this Section will replace the definitions of Year of Eligibility Service, Year of Vesting Service, Break in Eligibility Service, Break in Vesting Service and Hours of Service found in the Definitions Section of the Plan (Section One).
For purposes of determining an Employee's initial or continued eligibility to participate in the Plan or the Vested interest in the Participant's Individual Account balance derived from Employer Contributions, (except for periods of service which may be disregarded on account of the "rule of parity" described in Sections 150 and 204) an Employee will receive credit for the aggregate of all time period(s) commencing with the Employee's first day of employment or reemployment and ending on the date a break in service begins The first day of employment or reemployment is the first day the Employee performs an hour of service. An Employee will also receive credit for any period of severance of less than 12 consecutive months. Fractional periods of a year will be expressed in terms of days.
For purposes of this Section, hour of service will mean each hour for which an Employee is paid or entitled to payment for the performance of duties for the Employer. Break in service is a period of severance of at least 12 consecutive months Period of severance is a continuous period of time during which the Employee is not employed by the Employer. Such period begins on the date the Employee retires, quits or is discharged, or if earlier, the 12 month anniversary of the date on which the Employee was otherwise first absent from service.
In the case of an individual who is absent from work for maternity or paternity reasons, the 12 consecutive month period beginning on the first anniversary of the first date of such absence shall not constitute a break in service. For purposes of this paragraph, an absence from work for maternity or paternity reasons means an absence (1) by reason of the pregnancy of the individual, (2) by reason of the birth of a child of the individual, (3) by reason of the placement of a child with the individual in connection with the adoption of such child by such individual, or (4) for purposes of caring for such child for a period beginning immediately following such birth or placement.
Each Employee will share in Employer Contributions for the period beginning on the date the Employee commences participation under the Plan and ending on the date on which such Employee severs employment with the Employer or is no longer a member of an eligible class of Employees.
If the Employer is a member of an affiliated service group (under Section 414(m) of the Code), a controlled group of corporations (under Section 414(b) of the Code), a group of trades or businesses under common control (under Section 414(c) of the Code), or any other entity required to be aggregated with the Employer pursuant to Section 414(0) of the Code, service will be credited for any employment for any period of time for any other member of such group. Service will also be credited for any individual required under
Section 414(n) or Section 414(0) to be considered an Employee of any Employer aggregated under Section 414(b), (c), or (m) of the Code.
2.08 ELECTION NOT TO PARTICIPATE
This Section 2.08 will apply if this Plan is a nonstandardized plan and the Adoption Agreement so provides. If this Section applies, then an Employee or a Participant may elect not to participate in the Plan for one or more Plan Years. The Employer may not contribute for an Employee or Participant for any Plan Year during which such Employee's or Participant's election not to participate is in effect. Any ejection not to participate must be in writing and filed with the Plan Administrator.
The Plan Administrator shall establish such uniform and nondiscriminatory rules as it deems necessary or advisable to carry out the terms of this Section, including, but not limited to, rules prescribing the timing of the filing of elections not to participate and the procedures for electing to re-participate in the Plan.
An Employee or Participant continues to earn credit for vesting and eligibility purposes for each Year of Vesting Service or Year of Eligibility Service he or she completes and his or her Individual Account (if any) will share in the gains or losses of the Fund during the periods he or she elects not to participate.
SECTION THREE CONTRIBUTIONS
3.01 EMPLOYER CONTRIBUTIONS
A. Obligation to Contribute - The Employer shall make contributions to the Plan in accordance with the contribution formula specified in the Adoption Agreement. If this Plan is a profit sharing plan, the Employer shall, in its sole discretion, make contributions without regard to current or accumulated earnings or profits.
B. Allocation Formula and the Right to Share in the Employer Contribution
1. General -The Employer Contribution for any Plan Year will be allocated or contributed to the Individual Accounts of Qualifying Participants in accordance with the allocation or contribution formula specified in the Adoption Agreement. The Employer Contribution for any Plan Year will be allocated to each Participant's Individual Account as of the last day of that Plan Year.
Any Employer Contribution for a Plan Year must satisfy Section 401(a)(4) and the regulations thereunder for such Plan Year.
2. Qualifying Participants -A Participant is a Qualifying Participant and is entitled to share in the Employer Contribution for any Plan Year if the Participant was a Participant on at least one day during the Plan Year satisfies any additional conditions specified in the Adoption Agreement. If this Plan is a standardized plan, unless the Employer specifies more favorable conditions in the Adoption Agreement, a Participant will not be a qualifying Participant for a Plan Year if he or she incurs a Termination of Employment during such Plan Year with not more than 500 Hours of Service if he or she is not an Employee on the last day of the Plan Year. The determination of whether a Participant is entitled to share in the Employer Contribution shall be made as of the last day of each Plan Year.
3. Special Rules for Integrated Plans -This Plan may not allocate contributions based on an integrated formula if the Employer maintains any other plan that provides for allocation of contributions based on an integrated formula that benefits any of the same Participants. If the Employer has selected the integrated contribution or allocation formula in the Adoption Agreement, then the maximum disparity rate shall be determined in accordance with the following table.

      MAXIMUM DISPARITY RATE

                                   Money            Top-Heavy Profit   Nonstandardized and
Integration Level                  Purchase         Sharing            Non-Top-Heavy Profit
                                                                       Sharing
-------------------------------------------------------------------------------------------
Taxable Wage Base (TWB)            5.7%             2.7%               5.7%

More than $0 but not more
than 20% of TWB                    5.7%             2.7%               5.7%

More than 20% of TWB but
not more than 80% of TWB           4.3%             1.3%               4.3%


More than 80% of TWB but
not more than TWB                  5.4%             2.4%               5.4%

C. Allocation of Forfeitures - Forfeitures for a Plan Year which arise as a result of the application of
Section 6.01(D) shall be allocated as follows:
1. Profit Sharing Plan - If this is a profit sharing plan, unless the Adoption Agreement indicates otherwise, forfeitures shall be allocated in the manner provided in Section
3.01(B) (for Employer Contributions) to the Individual Accounts of Qualifying Participants who are entitled to share in the Employer Contribution for such Plan Year. Forfeitures shall be allocated as of the last day of the Plan Year during which the Forfeiture arose (or any subsequent Plan Year if indicated in the Adoption Agreement).
2. Money Purchase Pension and Target Benefit Plan -If this Plan is a money purchase plan or a target benefit plan, unless the Adoption Agreement indicates otherwise, Forfeitures shall be applied towards the reduction of Employer
Contributions to the Plan. Forfeitures shall be allocated as of the last day of the Plan Year during which the Forfeiture arose (or any subsequent Plan Year if indicated in the Adoption Agreement).
D. Timing of Employer Contribution -The Employer Contribution for each Plan Year shall be delivered to the Trustee (or Custodian, if applicable) not later than the due date for filing the Employer's income tax return for its fiscal year in which the Plan Year ends, including extensions thereof.
E. Minimum Allocation for Top-Heavy Plans - The contribution and allocation provisions of this
Section 3.01 (E) shall apply for any Plan Year with respect to which this Plan is a Top- Heavy Plan.
1. Except as otherwise provided in (3) and (4) below, the Employer Contributions and forfeitures allocated on behalf of any Participant who is not a Key Employee shall not be less than the lesser of 3% of such Participant's Compensation or (in the ease where the Employer has no defined benefit plan which designates this Plan to satisfy
Section 401 of the Code) the largest percentage of Employer Contributions and Forfeitures, as a percentage of the first $200,000 ($150,000 for Plan Years beginning after December 31, 1993), (increased by any cost of living adjustment made by the Secretary of Treasury or the Secretary's delegate) of the Key Employee's Compensation, allocated on behalf of any Key Employee for that year. The minimum allocation is determined without regard to any Social Security contribution. The Employer may, in the Adoption Agreement, limit the Participants who are entitled to receive the minimum allocation. This minimum allocation shall be made even though under other Plan provisions, the Participant would not otherwise be entitled to receive an allocation, or would have received a lesser allocation for the year because of (a) the Participant's failure to complete 1,000 Hours of Service (or any equivalent provided in the Plan), or (b) the Participant's failure to make mandatory Nondeductible Employee Contributions to the Plan, or (c) Compensation less than a stated amount.
2. For purposes of computing the minimum allocation, Compensation shall mean Compensation as defined in Section 1.07 of the Plan and shall exclude any amounts contributed by the Employer pursuant to a salary reduction agreement and which is not includible in the gross income of the Employee under Sections 125, 402(e)(3), 402(h)(I)(B) or 403(b) of the Code even if the Employer has elected to include such contributions in the definition of Compensation used for other purposes under the Plan.
3. The provision in (1) above shall not apply to any Participant who was not employed by the Employer on the last day of the Plan Year.
4. The provision in (1) above shall not apply to any Participant to the extent the Participant is covered under ally other plan or plans of the Employer and the Employer has provided in the adoption agreement that the minimum allocation or benefit requirement applicable to Top-Heavy Plans will be met in the other plan or plans.
5. The minimum allocation required under this
Section 3.01(E) and Section 3.01(F)(1) (to the extent required to be nonforfeitable under Code Section 416(b)) may not be forfeited under Code Section 411 (a)(3)(B) or 411 (a)(3)(D).
F. Special Requirements for Paired Plans -The Employer maintains paired plans if the Employer has adopted both a standardized profit sharing plan and a standardized money purchase pension plan using this Basic Plan Document.
1. Minimum Allocation -When the paired plans are top-heavy, the top-heavy requirements set forth in Section 3.01(E)(1) of the Plan shall apply.
a. Same eligibility requirements. In satisfying the top-heavy minimum allocation requirements set forth in Section 3.01 (E) of the Plan, if
the
Employees benefiting under each of the paired plans are identical, the top-heavy minimum allocation shall be made to the money purchase pension plan.
b. Different eligibility requirements. In satisfying the top-heavy minimum allocation requirements set forth in Section 3.01 (E) of the Plan, if the Employees benefiting under each of the paired plans are not identical, the top-heavy minimum allocation will be made to both of the paired plans
A Participant is treated as benefiting under the Plan for any Plan Year during which the Participant or is deemed to receive an allocation in accordance with Section I
410(b)-3(a).
2. Only One Plan Can Be Integrated -If the Employer maintains paired plans, only one of the Plans may provide for the disparity in contributions which is permitted under
Section 401(I) of the Code in the event that both Adoption Agreements provide for such integration, only the money purchase pension plan shall be deemed be integrated.
G. Return of the Employer Contribution to the Employer Under Special Circumstances -Any contribution made by the Employer because of a mistake of fact must be returned to the employer within one year of the contribution.
In the event that the Commissioner of Internal Revenue determines that the Plan is not initially qualified under the Code, any contributions made incident to that initial qualification by the Employer must be returned to the Employer within one year after the date the initial qualification is denied, but only if the application for qualification is made by the time prescribed by law for filing the Employer's return for the taxable year ill which the Plan is adopted, or such later date as the Secretary of the Treasury may prescribe.
In the event that a contribution made by the Employer under this Plan is conditioned on deductibility and is not deductible under Code Section 404, the contribution, to the extent of the amount disallowed, must be returned to the Employer within one year after the deduction is disallowed.
H. Omission of Participant
1. If the Plan is a money purchase plan or a target benefit plan and, if in any Plan Year, any Employee who should be included as a Participant is erroneously omitted and discovery of such omission is not made until after a contribution by the Employer for the year has been made and allocated, the Employer shall make a subsequent contribution to include earnings thereon, with respect to the omitted Employee in the amount which the Employer would have contributed with respect to that Employee had he or she not been omitted.
2. If the Plan is a profit sharing plan, and if in any Plan Year, any Employee who should be included as a Participant is erroneously omitted and discovery of such omission is not made until after the Employer Contribution has been made and allocated, then the Plan Administrator must re-do the allocation (if a correction can be made) and inform the Employee. Alternatively, the Employer may choose to contribute for the omitted Employee the amount to include earnings thereon, which the Employer would have contributed for the Employee.
3.02 NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS
This Plan will nor accept Nondeductible Employee Contributions and marching contributions for Plan Years beginning after the Plan Year in which this Plan is adopted by the Employer. Nondeductible Employee Contributions for Plan Years beginning after December 31, 1986, together with any matching contributions as defined in Section 401 (m) of the Code, will be limited so as to meet the nondiscrimination test of Section 401(m) of the Code. A separate account will be maintained by the Plan Administrator for the Nondeductible Employee Contributions of each Participant.
A Participant may, upon a written request submitted to the Plan Administrator withdraw the lesser of the portion of his or her Individual Account attributable to his or her Nondeductible Employee Contributions or the amount he or she contributed as Nondeductible Employee Contributions.
Nondeductible Employee Contributions and earnings thereon will be nonforfeitable at all times. No Forfeiture will occur solely as a result of an Employee's withdrawal of Nondeductible Employee Contributions.
The Plan Administrator will not accept deductible employee contributions which are made for a taxable year beginning after December 31, 1986. Contributions made prior to that date will be maintained in a separate account which will be nonforfeitable at all times. The account will share in the gains and losses of the Fund in the same manner as described in Section 4.03 of the Plan. No part of the deductible employee contribution account will be used to purchase life insurance. Subject 10 Section 6.05, joint and survivor annuity requirements (if applicable), the Participant may withdraw any part of the deductible employee contribution account by making a written application to the Plan Administrator.
3.03 ROLLOVER CONTRIBUTIONS
If so indicated in the Adoption Agreement, an Employee may contribute a rollover contribution to the Plan. The Plan Administrator may require the Employee to submit a written certification that the contribution qualifies as a rollover contribution under the applicable provisions of the Code. If it is later determined that all or part of a rollover contribution was ineligible to be rolled into the Plan, the Plan Administrator shall direct that any ineligible amounts, plus earnings attributable thereto, be distributed from the Plan to the Employee as soon as administratively feasible.
A separate account shall be maintained by the Plan Administrator for each Employee's rollover contributions which will he nonforfeitable at all times. Such account will share in the income and gains and losses of the Fund in the manner described in Section 4.03 and shall be subject to the Plan's provisions governing distributions.
The Employer may, in a uniform and nondiscriminatory manner, only allow Employees who have become Participants in the Plan to make rollover contributions.
3.04 TRANSFER CONTRIBUTIONS
If so indicated in the Adoption Agreement, The Trustee (or Custodian, if applicable) may receive any amounts transferred to it from the trustee or custodian of another plan qualified under Code Section 401(a). If it is later determined that all or part of a transfer contribution was ineligible to be transferred into the Plan, the Plan Administrator shall direct that any ineligible amounts, plus earnings attributable thereto, be distributed from the Plan to the Employee as soon as administratively feasible.
A separate account shall be maintained by the Plan Administrator for each Employee's transfer contributions which will be nonforfeitable at all times. Such account will share in the income and gains and losses of the Fund in the manner described in Section 4.03 and shall be subject to the Plan's provisions governing distributions. Notwithstanding any provisions of this Plan to the contrary, to the extent that any optional form of benefit under this Plan permits a distribution prior to the Employee's retirement, death, Disability, or severance from employment, and prior to Plan termination, the optional form of benefit is not available with respect to benefits attributable to assets (including the post-transfer earnings thereon) and liabilities that are transferred, within the meaning of Section 414(I) of the Internal Revenue Code, to this Plan from a money purchase pension plan qualified under Section 401 (a) of the Internal Revenue Code (other than any portion of those assets and liabilities attributable to voluntary employee contributions).
The Employer may, in a uniform and nondiscriminatory manner, only allow Employees who have become Participants in the Plan to make transfer contributions.
3.05 LIMITATION ON ALLOCATIONS
A. If the Participant does not participate in, and has never participated in another qualified plan maintained by the Employer or a welfare benefit fund, as defined in Section 419(e) of the Code maintained by the Employer, or an individual medical account, as defined in Section 415(I)(2) of the Code, or a simplified employee pension plan, as defined in
Section 408(k) of
the Code, maintained by the Employer, which provides an annual addition as defined in Section 3.08(E)(1), the following rules shall apply:
1. The amount of annual additions which may be credited to the Participant's Individual Account for any limitation year will not exceed the lesser of the maximum permissible amount or any other limitation contained in this Plan. If the Employer Contribution that would otherwise be contributed or allocated to the Participant's Individual Account would cause the annual additions for the limitation year to exceed the maximum permissible amount, the amount contributed or allocated will be reduced so that the annual additions for the limitation year will equal the maximum permissible amount.
2. Prior to determining the Participant's actual Compensation for the limitation year, the Employer may determine the maximum permissible amount for a Participant on the basis of a reasonable estimation of the Participant's Compensation for the limitation year, uniformly determined for all Participants similarly situated.
3. As soon as is administratively feasible after the end of the limitation year, the maximum permissible amount for the limitation year will be determined on the basis of the Participant's actual Compensation for the limitation year.
4. If pursuant to Section 3.05(A)(3) or as a result of the allocation of Forfeitures there is an excess amount, the excess will be disposed of as follows:
a. Any Nondeductible Employee Contributions, to the extent they would reduce the excess amount, will be returned to the Participant;
b. If after the application of paragraph (a) an excess amount still exists, and the Participant is covered by the Plan at the end of the limitation year, the excess amount in the Participant's Individual Account will be used to reduce Employer Contributions (including any allocation of Forfeitures) for such Participant in the next limitation year, and each succeeding limitation year if necessary;
c. If after the application of paragraph (b) an excess amount still exists, and the Participant is not covered by the Plan at the end of a limitation year, the excess amount will be held unallocated in a suspense account. The suspense account will be applied to reduce future Employer Contributions (including allocation of any forfeitures) for all remaining Participants in the next limitation year, and each succeeding limitation year if necessary;
d. If a suspense account is in existence at any time during a limitation year pursuant to this Section, it will not participate in the allocation of the Fund's investment gains and losses. If a suspense account is in existence at any time during a particular limitation year, all amounts in the suspense account must be allocated and reallocated to Participants' Individual Accounts before any Employer Contributions or any Nondeductible Employee Contributions may be made to the Plan for that limitation year. Excess amounts may not be distributed to Participants or former Participants.
B. If, in addition to this Plan, the Participant is covered under another qualified master or prototype defined contribution plan maintained by the Employer, a welfare benefit fund maintained by the Employer, an individual medical account maintained by the Employer, or a simplified employee pension maintained by the Employer that provides an annual addition as defined in Section 3.05(E)(1), during any limitation year, the following rules apply:
1. The annual additions which may be credited to a Participant's Individual Account under this Plan for any such limitation year will not exceed the maximum permissible amount reduced by the annual additions credited to a Participant's Individual Account under the other qualified master or prototype plans, welfare benefit funds, individual medical accounts and simplified employee pensions for the same limitation year. If the annual additions with respect to the Participant under other qualified master or prototype defined contribution plans, welfare benefit funds, individual medical accounts and simplified employee pensions maintained by the Employer are less than the maximum permissible amount and the Employer Contribution that would otherwise be contributed or allocated to the Participant's Individual Account under this Plan would cause the annual additions for the limitation year to exceed this limitation, the amount contributed or allocated will be reduced so that the annual additions under all such plans and funds for the limitation
 

         year will equal the maximum permissible
         amount. If the annual additions with respect
         to the Participant under such other
         qualified master or prototype defined
         contribution plans, welfare benefit funds,
         individual medical accounts and simplified
         employee pensions in the aggregate are equal
         to or greater than the maximum permissible
         amount, no amount will be contributed or
         allocated to the Participant's Individual
         Account under this Plan for the limitation
         year.

2.       Prior to determining the Participant's
         actual Compensation for the limitation year,
         the Employer may determine the maximum
         permissible amount for a Participant in the
         manner described in section 3.05(A)(2).

3.       As soon as is administratively feasible
         after the end of the limitation year, the
         maximum permissible amount for the
         limitation year will be determined on the
         basis of the Participant's actual
         Compensation for the limitation year.

4.       If, pursuant to Section 3.05(B)(3) or as a
         result of the allocation of Forfeitures a
         Participant's annual additions under this
         Plan and such other plans would result in an
         excess amount for a limitation year, the
         excess amount will be deemed to consist of
         the annual additions last allocated, except
         that annual additions attributable to a
         simplified employee pension will be deemed
         to have been allocated first, followed by
         annual additions to a welfare benefit fund
         or individual medical account, regardless of
         the actual allocation date.

5.       If an excess amount was allocated to a
         Participant on an allocation date of this
         Plan which coincides with an allocation date
         of another plan, the excess amount
         attributed to this Plan will be the product
         of,

         a.       the total excess amount allocated
                  as of such date, times

         b        the ratio of (i) the annual
                  additions allocated to the
                  Participant for the limitation year
                  as of such date under this Plan to
                  (ii) the total annual additions
                  allocated to the Participant for
                  the limitation year as of such date
                  under this and all the other
                  qualified prototype defined
                  contribution plans.

6. Any excess amount attributed to this Plan will be disposed in the manner described in
Section 305(A)(4).
C. If the Participant is covered under another qualified defined contribution plan maintained by the Employer which is not a master or prototype plan, annual additions which may be credited to the Participant's Individual Account under this Plan for any limitation year will be limited in accordance with Sections 3.05(B)(1) through 305rn)(6) as though the other plan were a master or prototype plan unless the Employer provides other limitations in the Section of the Adoption Agreement titled "Limitation on Allocation- More Than One Plan."
D. If the Employer maintains, or at any time maintained, a qualified defined benefit plan covering any Participant in this Plan, the sum of the Participant's defined benefit plan fraction and defined contribution plan fraction will not exceed 1.0 in any limitation year. The annual additions which may be credited to the Participant's Individual Account under this Plan for any limitation year will be limited in accordance with the Section of the Adoption Agreement titled "Limitation on Allocation- More Than One Plan."
E. The following terms shall have the following meanings when used in this Section 305:
1. Annual additions: the sum of the following amounts credited to a Participant's Individual Account for the limitation year.
a. Employer Contributions,
b. Nondeductible Employee Contributions,
c. Forfeitures,
d. amounts allocated, after March 31, 1984, to an individual medical account, as defined in Section 415(1)(2) of the Code, which is part of a pension or annuity plan maintained by the Employer are treated as annual additions to a defined contribution
plan. Also amounts derived from contributions paid or accrued after December 31, 1985, in taxable years ending after such date, which are attributable to post-retirement medical benefits, allocated to the separate account of a key employee, as determined in Section 419A(d)(3) of the Code, under a welfare benefit fund, as defined in Section 41 9(e) of the Code, maintained by the Employer are treated as annual additions to a defined contribution plan, and
e. allocations under a simplified employee pension.
For this purpose, any excess amount applied under Section 3.05(A)(4) or 305(B)(6) in the limitation year to reduce Employer Contributions will be considered annual additions for such limitation year.
2. Compensation: Means Compensation as defined in Section 1.07 of the Plan except that Compensation for purposes of this Section 3.05 shall not include any amounts contributed by the Employer pursuant to a salary reduction agreement and which is not includible in the gross income of the Employee under Sections 125, 402(e)(3), 402(h)(1)(B) or 403(b) of the Code even if the Employer has elected to include such contributions in the definition of Compensation used for other purposes under the Plan. Further, any other exclusion the Employer has elected (such as the exclusion of certain types of pay or pay earned before the Employee enters the Plan) will not apply for purposes of this Section.
Notwithstanding the preceding sentence, Compensation for a Participant in a defined contribution plan who is permanently and totally disabled (as defined in Section 22(e)(3) of the Code) is the Compensation such Participant would have received for the limitation year if the Participant had been paid at the rate of Compensation paid immediately before becoming permanently and totally disabled; such imputed Compensation for the disabled Participant may be taken into account only if the Participant is not a Highly Compensated Employee (as defined in
Section 414(q) of the Code) and contributions made on behalf of such Participant are nonforfeitable when made.
3. Defined benefit fraction: A fraction, the numerator or of which is the sum of the Participant's projected annual benefits under all the defined benefit plans (whether or not terminated) maintained by the Employer, and the denominator of which is the lesser of 125% of the dollar limitation determined for the limitation year under
Section 415(b) and (d) of the Code or 140% of the highest average compensation, including any adjustment under Section 415(b) of the Code.
Notwithstanding the above, if the Participant was a Participant as of the first day of the first limitation year beginning after December 31, 1986, in one or more defined benefit plans maintained by the Employer which were in existence on May 6, 1986, the denominator of this fraction will not be less than 125% of the sum of the annual benefits under such plans which the Participant had accrued as of the close of the last limitation year beginning before January 1, 1987, disregarding any changes in the terms and conditions of the plan after May 5, 1986. The preceding sentence applies only if the defined benefit plans individually and in the aggregate satisfied the requirements of Section 415 of the Code for all limitation years beginning before January 1, 1987.
4. Defined contribution dollar limitation:

$30,000 or if greater, one-fourth of the
defined benefit dollar limitation set forth
in Section 415(b)(1) of the Code as in
effect for the limitation year.
5. Defined contribution fraction: A fraction, the numerator of which is the sum of the annual additions to the Participant's account under all the defined contribution plans (whether or not terminated) maintained by the Employer for the current and all prior limitation years (including the annual additions attributable to the Participant's nondeductible employee contributions to all defined benefit plans, whether or not terminated, maintained by the Employer, and the annual additions attributable to all welfare benefit funds, as defined in Section 419(e) of the Code, individual medical accounts, and simplified employee pensions, maintained by the Employer), and the denominator of which is the sum of the maximum aggregate amounts for the current and all prior limitation years of service with the Employer (regardless of whether a defined contribution plan was maintained by
the
Employer). The maximum aggregate amount in any limitation year is the lesser of 125% of the dollar limitation determined under
Section 415(b) and (d) of the Code in effect under Section 415(c)(1)(A) or the Code or 35% of the Participant's Compensation for such year.
If the Employee was a Participant as of the end or the first day of the first limitation year beginning after December 31, 1986, in one or more defined contribution plans maintained by the Employer which were in existence on May 6, 1986. The numerator of this fraction will be adjusted if the sum of this fraction and the defined benefit fraction would otherwise exceed 1.0 under the terms of this Plan. Under the adjustment, an amount equal to the product or (1) the excess or the sum or the fractions over 1.0 times (2) the denominator this fraction, will be permanently subtracted from the numerator of this fraction. The adjustment is calculated using the fractions as they would be computed as of the end or the last limitation year beginning before January 1, 1987, and disregarding any changes in the terms and conditions of the Plan made after May 5, 1986, but using the Section 415 limitation applicable to the first limitation year beginning on or after January 1, 1987.
The annual addition for any limitation year beginning before January 1, 1987, shall not be recomputed to treat all Nondeductible Employee Contributions as annual additions.
6. Employer: For purposes of this Section 305, Employer shall mean the Employer that adopts this Plan, and all members of a controlled group of corporations (as defined in Section 414(b) of the Code as modified by Section
415(h)), all commonly controlled trades or businesses (as defined in Section 414(c) as modified by Section 415(h) or affiliated service groups (as defined in Section
414(m)) of which the adopting Employer is a part, and any other entity required to be aggregated with the Employer pursuant to regulations under Section 414(0) of the Code.
7. Excess amount The excess of the Participant's annual additions for the limitation year over the maximum permissible amount.
8. Highest average compensation The average compensation for the three consecutive years of service with the Employer that produces the highest average.
9. Limitation year: A calendar year, or the 12-consecutive month period elected by the Employer in the Adoption Agreement. All qualified plans maintained by the Employer must use the same limitation year. If the limitation year is amended to a different 12-consecutive month period, the new limitation year must begin on a date within the limitation year in which the amendment is made.
10. Master or prototype plan. A plan the form of which is the subject of a favorable opinion letter from the Internal Revenue Service.
11. Maximum permissible amount: The maximum annual addition that may be contributed or allocated to a Participant's Individual Account under the Plan for any limitation year shall not exceed the lesser of:
a. the defined contribution dollar limitation, or
b. 25% of the Participant's Compensation for the limitation year.
The compensation limitation referred to in
(b) shall not apply to any contribution for medical benefits (within the meaning of
Section 401(h) or Section 491A(f)(2) of the Code) which is otherwise treated as an annual addition under Section 415(I)(1) or 419A(d)(2) of the Code.
If a short limitation year is created because of an amendment changing the limitation year to a different 12-consecutive month period, the maximum permissible amount will not exceed the defined contribution dollar limitation multiplied by the following fraction:
Number of months in the short limitation year
12
12. Projected annual benefit: The annual retirement benefit (adjusted to an actuarially equivalent straight life annuity if such benefit is expressed in a form other than a straight
life annuity or qualified joint and survivor annuity) to which the Participant would be entitled under the terms of the Plan assuming:
a. the Participant will continue employment until Normal Retirement Age under the Plan (or current age, if later), and
b. the Participant's Compensation for the current limitation year and all other relevant factors used to determine benefits under the Plan will remain constant for all future limitation years.
Straight life annuity means an annuity payable in equal installments for the life of the Participant that terminates upon the Participant's death.
SECTION FOUR INDIVIDUAL ACCOUNTS OF PARTICIPANTS AND VALUATION
4.01 INDIVIDUAL ACCOUNTS
A. The Plan Administrator shall establish and maintain an Individual Account in the name of each Participant to reflect the total value of his or her interest in the Fund. Each Individual Account established hereunder shall consist of such subaccounts as may be needed for each Participant including:
1. a subaccount to reflect Employer Contributions and Forfeitures allocated on behalf of a Participant;
2. a subaccount to reflect a Participant's rollover contributions;
3. a subaccount to reflect a Participant's transfer contributions;
4. a subaccount to reflect a Participant's Nondeductible Employee Contributions; and
5. a subaccount to reflect a Participant's deductible employee contributions.
B. The Plan Administrator may establish additional accounts as it may deem necessary for the proper administration of the Plan, including, but not limited to, a suspense account for Forfeitures as required pursuant to Section 6.01(D)
4.02 VALUATION OF FUND
The Fund will be valued each Valuation Date at fair market value.
4.03 VALUATION OF INDIVIDUAL ACCOUNTS
A. Where all or a portion of the assets of a Participant's Individual Account are invested in a Separate Fund for the Participant, then the value of that portion of such Participant's Individual Account at any relevant time equals the sum of the fair market values of the assets in such Separate Fund, less any applicable charges or penalties.
B. The fair market value of the remainder of each Individual Account is determined in the following manner:
1. First, the portion of the Individual Account invested in each Investment Fund as of the previous Valuation Date is determined Each such portion is reduced by any withdrawal made from the applicable Investment Fund to or for the benefit of a Participant or the Participant's Beneficiary, further reduced by any amounts forfeited by the Participant pursuant to Section 601(D) and further reduced by any transfer to another Investment Fund since the previous Valuation Date and is increased by any amount transferred from another Investment Fund since the previous Valuation Date. The resulting amounts are the net Individual Account portions invested in the Investment Funds.
2. Secondly, the net Individual Account portions invested in each Investment Fund are adjusted upwards or downwards, pro rata (i.e. ratio of each net Individual Account portion to the sum of all net Individual Account portions) so that the sum of all the net Individual Account portions invested in an Investment Fund will equal the then fair market value of the Investment Fund. Notwithstanding the previous sentence, for the first Plan Year only, the net Individual Account portions shall be the sum of all contributions made to each Participant's Individual Account during the first Plan Year.
3. Thirdly, any contributions to the Plan and Forfeitures are allocated in accordance with the appropriate allocation provisions of
Section 3. For purposes of Section 4, contributions made by the Employer for any Plan Year but after that Plan Year will be considered to
have been made on the last day of that Plan Year regardless of when paid to the Trustee (or Custodian, if applicable).
Amounts contributed between Valuation Dates will not be credited with investment gains or losses until the next following Valuation Date.
4. Finally, the portions of the Individual Account invested in each Investment Fund (determined in accordance with (1), (2) and
(3) above) are added together.
4.04 MODIFICATION OF METHOD FOR VALUING INDIVIDUAL ACCOUNTS
If necessary or appropriate, the Plan Administrator may establish different or additional procedures (which shall be uniform and nondiscriminatory) for determining the fair market value of the Individual Accounts.
4.05 SEGREGATION OF ASSETS
If a Participant elects a mode of distribution other than a lump sum, the Plan Administrator may place that Participant's account balance into a segregated Investment Fund for the purpose of maintaining the necessary liquidity to provide benefit installments on a periodic basis.
4.06 STATEMENT OF INDIVIDUAL ACCOUNTS
No later than 270 days after the close of each Plan Year, the Plan Administrator shall finish a statement to each Participant indicating the Individual Account balances of such Participant as of the last Valuation Date in such Plan Year.
SECTION FIVE TRUSTEE OR CUSTODIAN
5.01 CREATION OF FUND
By adopting this Plan, the Employer establishes the Fund which shall consist of the assets of the Plan held by the Trustee (or Custodian, if applicable) pursuant to this Section 5. Assets within the Fund may be pooled on behalf of all Participants, earmarked on behalf of each Participant or be a combination of pooled and earmarked. To the extent that assets are earmarked for a particular Participant, they will be held in a Separate Fund for that Participant.
No part of the corpus or income of the Fund may be used for, or diverted to, purposes other than for the exclusive benefit of Participants or their Beneficiaries.
5.02 INVESTMENT AUTHORITY
Except as provided in Section 5.14 (relating to individual direction of investments by Participants), the Employer, not the Trustee (or Custodian, if applicable), shall have exclusive management and control over the investment of the Fund into any permitted investment. Notwithstanding the preceding sentence, a Trustee may make an agreement with the Employer whereby the Trustee will manage the investment of all or a portion of the Fund. Any such agreement shall be in writing and set forth such matters as the Trustee deems necessary or desirable.
5.03 FINANCIAL ORGANIZATION CUSTODIAN OR TRUSTEE WITHOUT FULL TRUST POWERS
This Section 5.03 applies where a financial organization has indicated in the Adoption Agreement that it will serve, with respect to this Plan, as Custodian or as Trustee without full trust powers (under applicable law). Hereinafter, a financial organization Trustee without full trust powers (under applicable law) shall be referred to as a Custodian. The Custodian shall have no discretionary authority with respect to the management of the Plan or the Fund but will act only as directed by the entity who has such authority.
A. Permissible Investments -The assets of the Plan shall be invested only in those investments which are available through the Custodian in the ordinary course of business which the Custodian may legally hold in a qualified plan and which the Custodian chooses to make available to Employers for qualified plan investments. Notwithstanding the preceding sentence, the Prototype Sponsor may, as a condition of making the Plan available to the Employer, limit the types of property in which the assets of the Plan may be invested.
B. Responsibilities of the Custodian -The responsibilities of the Custodian shall be limited to the following:
1. To receive Plan contributions and to hold, invest and reinvest the Fund without distinction between principal and interest; provided, however, that nothing in this Plan shall require the Custodian to maintain physical custody of stock certificates (or other indicia of ownership of any type of asset) representing assets within the Fund;
2. To maintain accurate records of contributions, earnings, withdrawals and other information the Custodian deems relevant with respect to the Plan;
3. To make disbursements from the Fund to Participants or Beneficiaries upon the proper authorization of the Plan Administrator; and
4. To furnish to the Plan Administrator a statement which reflects the value of the investments in the hands of the Custodian as of the end of each Plan Year and as of any other times as the Custodian and Plan Administrator may agree.
C. Powers of the Custodian -Except as otherwise provided in this Plan, the Custodian shall have the power to take any action with respect to the Fund which it deems necessary or advisable to discharge its responsibilities under this Plan including, but not limited to, the following powers:
1. To invest all or a portion of the Fund (including idle cash balances) in time deposits, savings accounts, money market accounts or similar investments bearing a reasonable rate of interest in the Custodian's own savings department or the savings department of another financial organization;
2. To vote upon any stocks, bonds, or other securities; to give general or special proxies or powers of attorney with or without power of substitution; to exercise any conversion privileges or subscription rights and to make any payments incidental thereto; to oppose, or to consent to, or otherwise participate in, corporate reorganizations or other changes affecting corporate securities, and to pay any assessment or charges in connection therewith; and generally to exercise any of the powers of an owner with respect to stocks, bonds, securities or other property;
3. To hold securities or other property of the Fund in its own name, in the name of its nominee or in bearer form; and
4. To make, execute, acknowledge, and deliver any and all documents of transfer and conveyance and any and all other instruments that may be necessary or appropriate to carry out the powers herein granted.
5.04 FINANCIAL ORGANIZATION TRUSTEE WITH FULL TRUST POWERS AND INDIVIDUAL TRUSTEE
This Section 5.04 applies where a financial organization has indicated in the Adoption Agreement that it will serve as Trustee with full trust powers. This Section also applies where one or more individuals are named in the Adoption Agreement to serve as Trustee(s).
A. Permissible Investments -The Trustee may invest the assets of the Plan in property of any character, real or personal, including, but not limited to the following: stocks, including shares of open-end investment companies (mutual funds); bonds; notes; debentures; options; limited partnership interests; mortgages; real estate or any interests therein; unit investment trusts; Treasury Bills, and other U.S. Government obligations; common trust funds, combined investment trusts, collective trust funds or commingled funds maintained by a bank or similar financial organization (whether or not the Trustee hereunder); savings accounts, time deposits or money market accounts of a bank or similar financial organization (whether or not the Trustee hereunder); annuity contracts; life insurance policies; or in such other investments as is deemed proper without regard to investments authorized by statute or rule of law governing the investment of trust funds but with regard to ERISA and this Plan.
Notwithstanding the preceding sentence, the Prototype Sponsor may, as a condition of making the Plan available to the Employer, limit the types of property in which the assets of the Plan may be invested.
B. Responsibilities of the Trustee -The responsibilities of the Trustee shall be limited to the following:
1. To receive Plan contributions and to hold, invest and reinvest the fund without distinction between principal and interest; provided, however, that nothing in this Plan shall require the Trustee to maintain physical custody of stock certificates (or other indicia of ownership) representing assets within the Fund;
2. To maintain accurate records of contributions, earnings, withdrawals and other information the Trustee deems relevant with respect to the Plan;
3. To make disbursements from the Fund to Participants or Beneficiaries upon the proper authorization of the Plan Administrator; and
4. To furnish to the Plan Administrator a statement which reflects the value of the investments in the hands of the Trustee as of the end of each Plan Year and as of any other times as the Trustee and Plan Administrator may agree.
C. Powers of the Trustee -Except as otherwise provided in this Plan, the Trustee shall have the power to take any action with respect to the Fund which it deems necessary or advisable to discharge its responsibilities under this Plan including, but not limited to, the following powers:
1. To hold any securities or other property of the Fund in its own name, in the name of its nominee or in hearer form;
2. To purchase or subscribe for securities issued, or real property owned, by the Employer or any trade or business under common control with the Employer but only if the prudent investment and diversification requirements of ERISA are satisfied;
3. To sell, exchange, convey, transfer or otherwise dispose of any securities or other property held by the Trustee, by private contract or at public auction. No person dealing with the Trustee shall be bound to see to the application of the purchase money or to inquire into the validity, expediency, or propriety of any such sale or other disposition, with or without advertisement;
4. To vote upon any stocks, bonds, or other securities; to give general or special proxies or powers of attorney with or without power of substitution; to exercise any conversion privileges or subscription rights and to make any payments incidental thereto; to oppose, or to consent to, or otherwise participate in, corporate reorganizations or other changes affecting corporate securities, and to delegate discretionary powers, and to pay any assessments or charges in connection therewith; and generally to exercise any of the powers of an owner with respect to stocks, bonds, securities or other property;
5. To invest any part or all of the Fund (including idle cash balances) in certificates of deposit, demand or time deposits, savings accounts, money market accounts or similar investments of the Trustee (if the Trustee is a bank or similar financial organization), the Prototype Sponsor or any affiliate of such Trustee or Prototype Sponsor, which bear a reasonable rate of interest;
6. To provide sweep services without the receipt by the Trustee of additional compensation or other consideration (other than reimbursement of direct expenses properly and actually incurred in the performance of such services);
7. To hold in the form of cash for distribution or investment such portion of the Fund as, at any time and from time-to-time, the Trustee shall deem prudent and deposit such cash in interest bearing or non-interest bearing accounts;
8. To make, execute, acknowledge, and deliver any and all documents of transfer and conveyance and any and all other instruments that may be necessary or appropriate to carry out the powers herein granted;
9. To settle, compromise, or submit to arbitration any claims, debts, or damages due or owing to or from the Plan, to commence or defend suits or legal or administrative proceedings, and to represent the Plan in all suits and legal and administrative proceedings;
10. To employ suitable agents and counsel, to contract with agents to perform administrative and record keeping duties and to pay their reasonable expenses, fees and compensation, and such agent or counsel mayor may not be agent or counsel for the Employer;
11. To cause any part or all of the Fund, without limitation as to amount, to be commingled with the funds of other trusts (including trusts for qualified employee benefit plans) by causing such money to be invested as a part of any pooled, common, collective or commingled trust fund (including any such fund described in the Adoption Agreement) heretofore or hereafter created by any Trustee (if the Trustee is a bank), by the Prototype Sponsor, by any affiliate bank of such a Trustee or by such a Trustee or the Prototype Sponsor, or by such an affiliate in participation with others; the instrument or instruments establishing such trust fund or funds, as amended, being made part of this Plan and trust so long as any portion of the Fund shall be invested through the medium thereof; and
12. Generally to do all such acts, execute all such instruments, initiate such proceedings, and exercise all such rights and privileges with relation to property constituting the Fund as if the Trustee were the absolute owner thereof.
5.05 DIVISION OF FUND INTO INVESTMENT FUNDS
The Employer may direct the Trustee (or Custodian) from time-to-time to divide and redivide the Fund into one or more Investment Funds. Such Investment Funds may include, but not be limited to, Investment Funds representing the assets under the control of an investment manager pursuant to Section 5.12 and Investment Funds representing investment options available for individual direction by Participants pursuant to Section
514. Upon each division or redivision, the Employer may specify the part of the Fund to be allocated to each such Investment Fund and the terms and conditions, if any, under which the assets in such Investment Fund shall be invested.
5.06 COMPENSATION AND EXPENSES
The Trustee (or Custodian, if applicable) shall receive such reasonable compensation as may be agreed upon by the Trustee
(or Custodian) and the Employer. The Trustee (or Custodian)
shall be entitled to reimbursement by the Employer for all proper expenses incurred in carrying out his or her duties under this Plan, including reasonable legal, accounting and actuarial expenses. If not paid by the Employer, such compensation and expenses may be charged against the Fund.
All taxes of any kind that may be levied or assessed under existing or future laws upon, or in respect of, the Fund or the income thereof shall be paid from the Fund.
5.07 NOT OBLIGATED TO QUESTION DATA
The Employer shall furnish the Trustee (or Custodian, if applicable) and Plan Administrator the information which each party deems necessary for the administration of the Plan including, but not limited to, changes in a Participant's status, eligibility, mailing addresses and other such data as may be required. The Trustee (or Custodian) and Plan Administrator shall be entitled to act on such information as is supplied them and shall have no duty or responsibility to further verify or question such information.
5.08 LIABILITY FOR WITHHOLDING ON DISTRIBUTIONS
The Plan Administrator shall be responsible for withholding federal income taxes from distributions from the Plan, unless the Participant (or Beneficiary, where applicable) elects not to have such taxes withheld. The Trustee (or Custodian) or other payor may act as agent for the Plan Administrator to withhold such taxes and to make the appropriate distribution reports, if the Plan Administrator furnishes all the information to the Trustee (or Custodian) or other payor it may need to do withholding and reporting.
5.09 RESIGNATION OR REMOVAL OF TRUSTEE (OR CUSTODIAN)
The Trustee (or Custodian, if applicable) may resign at any time by giving 30 days advance written notice to the Employer. The resignation shall become effective 30 days after receipt of such notice unless a shorter period is agreed upon.
The Employer may remove any Trustee (or Custodian) at any time by giving written notice to such Trustee (or Custodian) and such removal shall be effective 30 days after receipt of such notice unless a shorter period is agreed upon. The Employer shall have the power to appoint a successor
Trustee (or Custodian).
Upon such resignation or removal, if the resigning or removed Trustee (or Custodian) is the sole Trustee (or Custodian), he or she shall transfer all of the assets of the Fund then held by such Trustee (or Custodian) as expeditiously as possible to the successor Trustee (or Custodian) after paying or reserving such reasonable amount as he or she shall deem necessary to provide for the expense in the settlement of the accounts and the amount of any compensation due him or her and any sums chargeable against the Fund for which he or she may be liable. If the Funds as reserved are not sufficient for such purpose, then he or she shall be entitled to reimbursement from the successor Trustee (or Custodial) out of the assets in the successor Trustee's (or Custodian's) hands under this Plan. If that amount reserved shall be in excess of the amount actually need the former Trustee (or Custodian) shall return such excess to the successor Trustee (or Custodian).
Upon receipt of the transferred assets, the successor Trustee (or Custodian) shall thereupon succeed to all of the powers and responsibilities given to the Trustee (or Custodian) by this Plan.
The resigning or removed Trustee (or Custodian) shall render an accounting to the Employer and unless objected to by the employer within 30 days of its receipt, the accounting shall be deemed to have been approved and the resigning or removed Trustee (or Custodian) shall be released and discharged as to all matters set forth in the accounting. Where a financial organization is serving as Trustee (or Custodian) and it is merged with or bought by another organization (or comes under the control of any federal or state agency), that organization shall serve as the successor Trustee (or Custodian) of this Plan, but only if it is the type of organization that can so serve under applicable law.
Where the Trustee or Custodian is serving as a nonbank trustee or custodian pursuant to Section 1.401-12(n) of the Income Tax Regulations, the Employer will appoint a successor Trustee (or Custodian) upon notification by the Commissioner of Internal Revenue that such substitution is required because the Trustee (or Custodian) has failed to comply with the requirements of Section 1.401-12(n) or is not keeping such records or making such returns or rendering such statements as are required by forms or regulations
5.10 DEGREE OF CARE LIMITATIONS OF LIABILITY
The Trustee (or Custodian) shall not be liable for any losses incurred by the Fund by any direction to invest communicated by the Employer, Plan Administrator, investment manager appointed pursuant to Section 5.12 or any Participant or Beneficiary. The Trustee (or Custodian) shall be under no liability for distributions made or other action taken or not taken at the written direction of the Plan Administrator. It is specifically understood that the Trustee (or Custodian) shall have no duty or responsibility with respect to the determination of matters pertaining to the eligibility of any Employee to become a Participant or remain a Participant hereunder, the amount of benefit to which a Participant or Beneficiary shall be entitled to receive hereunder, whether a distribution to Participant or Beneficiary is appropriate under the terms of the Plan or the size and type of any policy to be purchased from any insurer for any Participant hereunder or similar matters it being understood that all such responsibilities under the Plan are vested in the Plan Administrator.
5.11 INDEMNIFICATION OF PROTOTYPE SPONSOR AND TRUSTEE (OR CUSTODIAN)
Notwithstanding any other provision herein, and except as may be otherwise provided by ERISA, the Employer shall indemnify and hold harmless the Trustee (or Custodian, if applicable) and the Prototype Sponsor, their officers, directors, employees, agents, their heirs, executors, successors and assigns, from and against any and all liabilities, damages, judgements, settlements, losses, costs, charges, or expenses (including legal expenses) at any time arising out of or incurred in connection with any action taken by such parties in the performance of their duties with respect to this Plan, unless there has been a final adjudication of gross negligence or willful misconduct in the performance of such duties.
Further, except as may be otherwise provided by ERISA, the Employer will indemnify the Trustee (or Custodian) and Prototype Sponsor from any liability, claim or expense (including legal expense) which the Trustee (or Custodian) and Prototype Sponsor shall incur by reason of or which results, in whole or in part, from the Trustee's (or Custodian's) or Prototype Sponsor's reliance on the facts and other directions and elections the Employer communicates or fails to communicate.
5.12 INVESTMENT MANAGERS
A. Definition of Investment Manager -The Employer may appoint one or more investment managers to make investment decisions with respect to all or a portion of the Fund. The investment manager shall be any firm or individual registered as an investment adviser under the Investment Advisers Act of 1940, a bank as defined in said Act or an insurance company qualified under the laws of more than one state to perform services consisting of the management, acquisition or disposition of any assets of the Plan.
B. Investment Manager's Authority -A separate Investment Fund shall be established representing the assets of the Fund invested at the direction of the investment manager. The investment manager so appointed shall direct the Trustee (or Custodian, if applicable) with respect to the investment of such Investment Fund. The investments which may be acquired at the direction of the investment manager are those described in Section 5.03(A) (for Custodians) or
Section 5.04(A) (for Trustees).
C. Written Agreement -The appointment of any investment manager shall be by written agreement between the Employer and the investment manager and a copy of such agreement (and any modification or termination thereof) must be given to the Trustee (or Custodian).
The agreement shall set forth, among other matters, the effective date of the investment manager's appointment and an acknowledgment by the investment manager that it is a fiduciary of the Plan under ERISA
D. Concerning the Trustee (or Custodian) -Written notice of each appointment of an investment manager shall be given to the Trustee (or Custodian) in advance of the effective date of such appointment. Such notice shall specify which portion of the Fund will constitute the Investment Fund subject to the investment manager's direction The Trustee (or Custodian) shall comply with the investment direction given to it by the investment manager and will not be liable for any loss which may result by reason of any action (or inaction) it takes at the direction of the investment manager.
5.13 MATTERS RELATING TO INSURANCE
A. If a life insurance policy is to be purchased for a Participant, the aggregate premium for certain life insurance for each Participant must be less than a certain percentage of the aggregate Employer Contributions and Forfeitures allocated to a Participant's Individual Account at any particular time as follows:
1. Ordinary Life Insurance -For purposes of these incidental insurance provisions, ordinary life insurance contracts are contracts with both non-decreasing death benefits and non-increasing premiums. If such contracts are purchased, less than 50% of the aggregate Employer Contributions and Forfeitures allocated to any Participant's Individual Account will be used to pay the premiums attributable to them.
2. Term and Universal Life Insurance -No more than 25% of the aggregate Employer Contributions and Forfeitures allocated to any Participant's Individual Account will be used to pay the premiums on term life insurance contracts, universal life insurance contracts, and all other life insurance contracts which are not ordinary life.
3. Combination- The sum of 50% of the ordinary life insurance premiums and all other life insurance premiums will not exceed 25% of the aggregate Employer Contributions and Forfeitures allocated to any Participant's Individual Account.
If this Plan is a profit sharing plan, the above incidental benefits limits do not apply to life insurance contracts purchased with Employer Contributions and Forfeitures that have been in the Participant's Individual Account for at least 2 full Plan Years, measured from the date such contributions were allocated.
B. Any dividends or credits earned on insurance contracts for a Participant shall be allocated to such Participant's Individual Account.
C. Subject to Section 6.05, the contracts on a Participant's life will be converted to cash or an annuity or distributed to the Participant upon commencement of benefits.
D. The Trustee (or Custodian, if applicable) shall apply for and will be the owner of any
insurance contract(s) purchased under the terms of this Plan. The insurance contract(s) must provide that proceeds will be payable to the Trustee (or Custodian), however, the Trustee (or Custodian) shall be required to pay over all proceeds of the contract(s) to the Participant's designated Beneficiary in accordance with the distribution provisions of this Plan. A Participant's spouse will be the designated Beneficiary of the proceeds in all circumstances unless a qualified election has been made in accordance with Section 6.05. Under no circumstances shall the Fund retain any part of the proceeds. In the event of any conflict between the terms of this Plan and the terms of any insurance contract purchased hereunder, the Plan provisions shall control.
E. The Plan Administrator may direct the Trustee (or Custodian) to sell and distribute insurance or annuity contracts to a Participant (or other party as may be permitted) in accordance with applicable law or regulations.
5.14 DIRECTION OF INVESTMENTS BY PARTICIPANT
If so indicated in the Adoption Agreement, each Participant may individually direct the Trustee (or Custodian, if applicable) regarding the investment of part or all of his or her Individual Account. To the extent so directed, the Employer, Plan Administrator, Trustee (or Custodian) and all other fiduciaries are relieved of their fiduciary responsibility under Section 4.04 of ERISA.
The Plan Administrator shall direct that a Separate Fund be established in the name of each Participant who directs the investment of part or all of his or her Individual Account. Each Separate Fund shall be charged or credited (as appropriate) with the earnings, gains, losses or expenses attributable to such Separate Fund. No fiduciary shall be liable for any loss which results from a Participant's individual direction. The assets subject to individual direction shall not be invested in collectibles as that term is defined in Section 408(m) of the Code.
The Plan Administrator shall establish such uniform and nondiscriminatory rules relating to individual direction as it deems necessary or advisable including, but not limited to, rules describing (1) which portions of Participant's Individual Account can be individually directed; (2) the frequency of investment changes; (3) the forms and procedures for making investment changes; and (4) the effect of a Participant's failure to make a valid direction.
The Plan Administrator may, in a uniform and nondiscriminatory manner, limit the available investments for Participants' individual direction to certain specified investment options (including, but not limited to, certain mutual funds, investment contracts, deposit accounts and group trusts). The Plan Administrator may permit, in a uniform and nondiscriminatory manner, a Beneficiary of a deceased Participant or the alternate payee under a qualified domestic relations order (as defined in Section 414(p) of the Code) to individually direct in accordance with this Section.
SECTION SIX VESTING AND DISTRIBUTION
6.01 DISTRIBUTION TO PARTICIPANT
A. Distributable Events
l. Entitlement to Distribution -The Vested portion of a Participant's Individual Account shall be distributable to the Participant upon (1) the occurrence of any of the distributable events specified in the Adoption Agreement; (2) the Participant's Termination of Employment after attaining Normal Retirement Age; (3) the termination of the Plan; and (4) the Participant's Termination of Employment after satisfying any Early Retirement Age Conditions.
If a Participant separates from service before satisfying the Early Retirement Age requirement, but has satisfied the service requirement, the Participant will be entitled to elect an early retirement benefit upon satisfaction of such age requirement.
2. Written Request. When Distributed -A Participant entitled to distribution who wishes to receive a distribution must submit a written request to the Plan Administrator. Such request shall be made upon a form provided by the Plan Administrator. Upon a valid request, the Plan Administrator shall direct the Trustee (or Custodian, if applicable) to commence distribution no later than the time specified in the Adoption Agreement for this purpose and, if not specified in the Adoption Agreement, then no later than 90 days following the later of:
a. the close of the Plan Year within which the event occurs which entitles the Participant to distribution; or
b. the close of the Plan Year in which the request is received.
3. Special Rules for Withdrawals During Service -If this is a profit sharing plan and the Adoption Agreement so provides, a Participant may elect to receive a distribution of all or part of the Vested portion of his or her Individual Account, subject to the requirements of Section 6.05 and further subject to the following limits:
a. Participant for 5 or more years. An Employee who has been a Participant in the Plan for 5 or more years may withdraw up to the entire Vested portion of his or her Individual Account.
b. Participant for less than 5 years. An Employee who has been a Participant in the Plan for less than 5 years may withdraw only the amount which has been in his or her Individual Account attributable to Employer Contributions for at least 2 full Plan Years, measured from the date such contributions were allocated. However, if the distribution is on account of hardship, the Participant may withdraw up to his or her entire Vested portion of the Participant's Individual Account. For this purpose, hardship shall have the meaning set forth in Section 6.01(A)(4) of the Code.
4. Special Rules for Hardship Withdrawals -If this is a profit sharing plan and the Adoption Agreement so provides, a Participant may elect to receive a hardship distribution of all or part of the Vested portion of his or her Individual Account, subject to the requirements of Section 6.05 and further subject to the following limits:
a. Participant for 5 or more years. An Employee who has been a Participant in the Plan for 5 or more years may withdraw up to the entire Vested portion of his or her Individual Account.
b. Participant for less than 5 years. An Employee who has been a Participant in the Plan for less than 5 years may withdraw only the amount which has been in his or her Individual Account attributable to Employer Contributions for at least 2 full Plan Years, measured from the date such contributions were allocated.
For purposes of this Section 6.01(A)(4) and Section 6.01(A)(3) hardship is defined as an immediate and heavy financial need of the Participant where such Participant lacks other available resources.
The following are the only
financial needs considered
immediate and heavy: expenses
incurred or necessary for medical
care, described in Section 213(d)
of the Code, of the Employee, the
Employee's spouse or dependents;
the purchase (excluding mortgage
payments) of a principal residence
for the Employee; payment of
tuition and related educational
fees for the next 12 months of
post-secondary education for the
Employee, the Employee's spouse,
children or dependents; or the need
to prevent the eviction of the
Employee from, or a foreclosure on
the mortgage of, the Employee's
principal residence.
A distribution will be considered
as necessary to satisfy an
immediate and heavy financial need
of the Employee only if:
1) The employee has obtained all distributions, other than hardship distributions, and all nontaxable loans under all plans maintained by the Employer;
2) The distribution is not in excess of the amount of an immediate and heavy financial need (including amounts necessary to pay any federal, state or local income taxes or penalties reasonably anticipated to result from the distribution).
5. One- Time In-Service Withdrawal Option -If this is a profit sharing plan and the Employer has elected the one time in-service withdrawal option in the Adoption Agreement, then Participants will be permitted only one in-service withdrawal during the course of such Participants employment with the Employer. The amount which the Participant can withdraw will be limited to the lesser of the amount determined under the limits set forth in Section 6.01(A)(3) or the percentage of the Participant's Individual Account specified by the Employer in the Adoption Agreement. Distributions under this
Section will be subject to the requirements of Section 6.05.
6. Commencement of Benefits -Notwithstanding any other provision, unless the Participant elects otherwise, distribution of benefits will begin no later than the 60th day after the latest of the close of the Plan Year in which:
a. the Participant attains Normal Retirement Age:
b. occurs the 10th anniversary of the year in which the Participant commenced participation in the Plan; or
c. the Participant incurs a Termination of Employment.
Notwithstanding the foregoing, the failure of a Participant and spouse to consent to a distribution while a benefit is immediately distributable, within the meaning of Section 6.02(B) of the Plan, shall be deemed to be an election to defer commencement of payment of any benefit sufficient to satisfy this Section.
B. Determining the Vesting Portion -In determining the Vested portion of a Participant's Individual Account, the following rules apply:
1. Employer Contributions and Forfeitures -The Vested portion of a Participant's Individual Account derived from Employer Contributions and Forfeitures is determined by applying the vesting schedule selected in the Adoption Agreement (or the vesting schedule described in Section 6.01 (C) if the Plan is a Top-Heavy Plan).
2. Rollover and Transfer Contributions -A Participant is fully Vested in his or her rollover contributions and transfer contributions.
3. Fully Vested Under Certain Circumstances -A Participant is fully Vested in his or her Individual Account if any of the following occurs:
a. the Participant reaches Normal Retirement Age;
b. the Plan is terminated or partially terminated; or
c. There exists a complete discontinuance of contributions under the Plan.
Further, unless otherwise indicated in the Adoption Agreement, a Participant is fully Vested if the Participant dies, incurs a Disability, or satisfies the conditions for Early Retirement Age (if applicable).
4. Participants in a Prior Plan -If a Participant was a participant in a Prior Plan on the Effective Date, his or her Vested percentage shall not be less than it would have been under such Prior Plan as computed on the Effective Date.
C. Minimum Vesting Schedule for Top-Heavy Plans -The following vesting provisions apply for any Plan Year in which this Plan is a Top-Heavy Plan.
Notwithstanding the other provisions of this Section 6.01 or the vesting schedule selected in the Adoption Agreement (unless those provisions or that schedule provide for more rapid vesting), a Participant's Vested portion of his or her Individual Account attributable to Employer Contributions and Forfeitures shall be determined in accordance with the vesting schedule elected by the Employer in the Adoption Agreement (and if no election is made the 6 year graded schedule will be deemed to have been elected) as described below:
 

     6 Year Graded               3 Year Graded
Years of        Vested      Years of         Vested
 Vesting      Percentage     Vesting       Percentage
 Service                     Service
    1             0             1              0
    2            20             2              2
    3            40             3            100
    4            60
    5            80
    6           100

This minimum vesting schedule applies to all benefits within the meaning of Section 411(a)(7) of the Code, except those attributable to Nondeductible Employee Contributions including benefits accrued before the effective date of Section 416 of the Code and benefits accrued before the Plan became a Top-Heavy Plan. Further, no decrease in a Participant's Vested percentage may occur in the event the Plan's status as a Top-Heavy Plan changes for any Plan Year. However, this Section 6.01(C) does not apply to the Individual Account of any Employee who does not have an Hour of Service after the Plan has initially become a Top-Heavy Plan and such Employee's Individual Account attributable to Employer Contributions and Forfeitures will be determined without regard to this Section.
If this Plan ceases to be a Top-Heavy Plan, then in accordance with the above restrictions, the vesting schedule as selected in the Adoption Agreement will govern. If the vesting schedule under the Plan shifts in or out of top-heavy status, such shift is an amendment to the vesting schedule and the election in
Section 9.04 applies.
D. Break in Vesting Service and Forfeitures -If a Participant incurs a Termination of Employment, any portion of his or her Individual Account which is not Vested shall be held in a suspense account. Such suspense account shall share in any increase or decrease in the fair market value of the assets of the Fund in accordance with Section 4 of the Plan. The disposition of such suspense account shall be as follows:
1. Breaks in Vesting Service -If a Participant neither receives nor is deemed to receive a distribution pursuant to Section 6.01(D)(3) or (4) and the Participant returns to the service of the Employer before incurring 5 consecutive Breaks in Vesting Service, there shall be no Forfeiture and the amount in such suspense account, shall be re-credited to such Participant's Individual Account.
2. Five Consecutive Breaks in Vesting Service -If a Participant neither receives nor is deemed to receive a distribution pursuant to
Section 6.01(D)(3) or (4) and the Participant does not return to the service of the Employer before incurring 5 consecutive Breaks in Vesting Service, the portion of the Participant's Individual Account which is not Vested shall be treated as a Forfeiture and allocated in accordance with Section 3.01(C).
3. Cash-out of Certain Participants -If the value of the Vested portion of such Participant's Individual Account derived from Nondeductible Employee Contributions and Employer Contributions does not exceed $3,500, the Participant shall receive a distribution of the entire Vested portion of such Individual Account and the portion which is not Vested shall be treated as a Forfeiture and allocated in accordance with
Section 3.01(C). For purposes of this Section, if the value of the Vested portion of a Participant's Individual Account is zero, the Participant shall be deemed to have received a distribution of such Vested Individual Account. A Participant's Vested Individual Account balance shall not include accumulated deductible employee contributions within the meaning of Section 72(o)(5)(B) of the Code for Plan Years beginning prior to January 1, 1989.
4. Participants Who Elect to Receive Distributions -If such Participant elects to receive a distribution, in accordance with
Section 6.02(B), of the value of the Vested portion of his or her Individual Account derived from Nondeductible Employee Contributions and Employer Contributions, the portion which is not Vested shall be treated as a Forfeiture and allocated in accordance with Section 3.01(C).
5. Re-employed Participants -If a Participant receives or is deemed to receive a distribution pursuant to Section 6.01(D)(3) or (4) above and the Participant resumes employment covered under this Plan, the Participant's Employer-derived Individual Account balance will be restored to the amount on the date of distribution if the Participant repays to the
Plan the full amount of the distribution attributable to Employer Contributions before the earlier of 5 years after the first date on which the Participant is subsequently re-employed by the Employer, or the date the Participant incurs 5 consecutive Breaks in Vesting Service following the date of the distribution.
Any restoration of a Participant's Individual Account pursuant to Section 6.01(D)(5) shall be made from other Forfeitures, income or gain to the Fund or contributions made by the Employer.
E. Distribution Prior to Full Vesting -If a distribution is made to a Participant who was not then fully Vested in his or her Individual Account derived from Employer Contributions and the Participant may increase his or her Vested percentage in his or her Individual Account, then the following rules shall apply.
1. a separate account will be established for the Participant's interest in the Plan as of the time of the distribution, and
2. at any relevant time the Participant's Vested portion of the separate account will be equal to an amount ("X") determined by the formula. X=P (AB + (R x D)) -(R x D) where "P" is the Vested percentage at the relevant time," AB " is the separate account balance at the relevant time: "D" is the amount of the distribution: and "R " is the ratio of the separate account balance at the relevant time to the separate account balance after distribution.
6.02 FORM OF DISTRIBUTION TO A PARTICIPANT
A. Value of Individual Account Does Not Exceed $3,500 -If the value of the Vested portion of a Participant's Individual Account derived from Nondeductible Employee Contributions and Employer Contributions does not exceed $3,500, distribution from the Plan shall be made to the Participant in a single lump sum in lieu of all other forms of distribution from the Plan as soon as administratively feasible.
B. Value of Individual Account Exceeds $3,500
1. If the value of the Vested portion of a Participant's Individual Account derived from Nondeductible Employee Contributions and Employer Contributions exceeds (or at the time of any prior distribution exceeded) $3,500, and the Individual Account is immediately distributable, the Participant and the Participant's spouse (or where either the Participant or the spouse died, the survivor) must consent to any distribution of such Individual Account. The consent of the Participant and the Participant's spouse shall be obtained in writing within the 90-day period ending on the annuity starting date. The annuity starting date is the first day of the first period for which an amount is paid as an annuity or any other form. The Plan Administrator shall notify the Participant and the Participant's spouse of the right to defer any distribution until the Participant's Individual Account is no longer immediately distributable. Such notification shall include a general description of the material features, and an explanation of the relative values of, the optional forms of benefit available under the Plan in a manner that would satisfy the notice requirements of Section 417(a)(3) of the Code, and shall be provided no less than 30 days and no more than 90 days prior to the annuity starting date.
If a distribution is one to which Sections
401 (a)(11) and 417 of the Internal Revenue Code do not apply, such distribution may commence less than 30 days after the notice required under Section 1.411(a)-11(c) of the Income Tax Regulations is given, provided that:
a. the Plan Administrator clearly informs the Participant that the Participant has a right to a period of at least 30 days after receiving the notice to consider the decision of whether or not to elect a distribution (and, if applicable, a particular distribution option), and
b. the Participant, after receiving the notice, affirmatively elects a distribution
Notwithstanding the foregoing, only the Participant need consent to the commencement of a distribution in UJC: form of a qualified joint and survivor annuity while the Individual Account is immediately distributable. Neither the consent of the Participant nor the Participant's spouse shall be required to the extent that a distribution is required to
satisfy Section 401 (a)(9) or Section 415 of the Code. In addition, upon termination of this Plan if the Plan does not offer an annuity option (purchased from a commercial provider), the Participant's Individual Account may, without the Participant's consent, be distributed to the Participant or transferred to another defined contribution plan (other than an employee stock ownership plan as defined in Section 4975(e)(7) of the Code) within the same controlled group.
An Individual Account is immediately distributable if any part of the Individual Account could be distributed to the Participant (or surviving spouse) before the Participant attains or would have attained (if not deceased) the later of Normal Retirement Age or age 62.
2. For purposes of determining the applicability of the foregoing consent requirements to distributions made before the first day of the first Plan Year beginning after December 31, 1988, the Vested portion of a Participant's Individual Account shall not include amounts attributable to accumulated deductible employee contributions within the meaning of Section 72(0)(5)(B) of the Code.
C. Other Forms of Distribution to Participant -If the value of the Vested portion of a Participant's Individual Account exceeds $3,500 and the Participant has properly waived the joint and survivor annuity, as described in Section 6.05, the Participant may request in writing that the Vested portion of his or her Individual Account be paid to him or her in one or more of the following forms of payment. (1) in a lump sum; (2) in installment payments over a period not to exceed the life expectancy of the Participant or the joint and last survivor life expectancy of the Participant and his or her designated Beneficiary; or
(3) applied to the purchase of an annuity contract.
Notwithstanding anything in this Section 6.02 to the contrary, a Participant cannot elect payments in the form of an annuity if the Retirement Equity Act safe harbor rules of Section 6.05(F) apply.
6.03 DISTRIBUTIONS UPON THE DEATH OF A PARTICIPANT
A. Designation of Beneficiary - Spousal Consent -Each Participant may designate, upon a form provided by and delivered to the Plan Administrator, one or more primary and contingent Beneficiaries to receive all or a specified portion of the Participant's Individual Account in the event of his or her death. A Participant may change or revoke such Beneficiary designation from time to time by completing and delivering the proper form to the Plan Administrator.
In the event that a Participant wishes to designate a primary Beneficiary who is not his or her spouse, his or her spouse must consent in writing to such designation, and the spouse's consent must acknowledge the effect of such designation and be witnessed by a notary public or plan representative. Notwithstanding this consent requirement, if the Participant establishes to the satisfaction of the Plan Administrator that such written consent may not be obtained because there is no spouse or the spouse cannot be located, no consent shall be required. Any change of Beneficiary will require a new spousal consent.
B. Payment to Beneficiary -If a Participant dies before the Participant's entire Individual Account has been paid to him or her, such deceased Participant's Individual Account shall be payable to any surviving Beneficiary designated by the Participant, or, if no Beneficiary survives the Participant, to the Participant's estate.
C. Written Request; When Distributed -A Beneficiary of a deceased Participant entitled to a distribution who wishes to receive a distribution must submit a written request to the Plan Administrator. Such request shall be made upon a form provided by the Plan Administrator. Upon a valid request, the Plan Administrator shall direct the Trustee (or Custodian) to commence distribution no later than the time specified in the Adoption Agreement for this purpose and if not specified in the Adoption Agreement, then no later than 90 days following the later of:
1. the close of the Plan Year within which the Participant dies; or
2. the close of the Plan Year in which the request is received.
EXHIBIT 10.12
6.04 FORM OF DISTRIBUTION TO BENEFICIARY
A. Value of Individual Account Does Not Exceed $3,500 -If the value of the Participant's Individual Account derived from Nondeductible Employee Contributions and Employer Contributions does not exceed $3,500, the Plan Administrator shall direct the Trustee (or Custodian, if applicable) to make a distribution to the Beneficiary in a single lump sum in lieu of all other forms of distribution from the Plan.
B. Value of Individual Account Exceeds $3,500 -If the value of a Participant's Individual Account derived from Nondeductible Employee Contributions and Employer Contributions exceeds $3,500 the pre-retirement survivor annuity requirements of
Section 6.05 shall apply unless waived in accordance with that Section or unless the Retirement Equity Act safe harbor rules of
Section 6.05(F) apply. However, a surviving spouse Beneficiary may elect any form of payment allowable under the Plan in lieu of the pre-retirement survivor annuity. Any such payment to the surviving spouse must meet the requirements of Section 6.06.
C. Other Forms of Distribution to Beneficiary -If the value of a Participant's Individual Account exceeds $3,500 and the Participant has properly waived the pre-retirement survivor annuity, as described in Section 6.05 (if applicable) or if the Beneficiary is the Participant's surviving spouse, the Beneficiary may, subject to the requirements of Section 6.06, request in writing that the Participant's Individual Account be paid as follows: (1) in a lump sum; or (2) in installment payments over a period not to exceed the life expectancy of such Beneficiary
6.05 JOINT AND SURVIVOR ANNUITY REQUIREMENTS
A. The provisions of this Section shall apply to any Participant who is credited with at least one Hour of Eligibility Service with the Employer on or after August 23, 1984, and such other Participants as provided in Section 6.05(G).
B. Qualified Joint and Survivor Annuity -Unless an optional form of benefit is selected pursuant to a qualified election within the 90-day period ending on the annuity starting date, a married Participant's Vested account balance will be paid in the form of a qualified joint and survivor annuity and an unmarried Participant's Vested account balance will be paid in the form of a life annuity. The Participant may elect to have such annuity distributed upon attainment of the earliest retirement age under the Plan.
C. Qualified Pre-retirement Survivor Annuity -Unless an optional form of benefit has been selected within the election period pursuant to a qualified election, if a Participant dies before the annuity starting date then the Participant's Vested account balance shall be applied toward the purchase of an annuity for the life of the surviving spouse. The surviving spouse may elect to have such annuity distributed within a reasonable period after the Participant's death.
D. Definitions
1. Election Period -The period which begins on the first day of the Plan Year in which the Participant attains age 35 and ends on the date of the Participant's death. If a Participant separates from service prior to the first day of the Plan Year in which age 35 is attained, with respect to the account balance as of the date of separation, the election period shall begin on the date of separation
Pre-age 35 waiver -A Participant who will not yet attain age 35 as of the end of any current Plan Year may make special qualified election to waive the qualified pre retirement survivor annuity for the period beginning on the date of such election and ending on the first day of the Plan Year in which the Participant will attain age 35.
Such election shall not be valid unless the
Participant receives a written explanation
of the qualified pre-retirement survivor
annuity in such terms as are comparable to
the explanation required under Section
6.05(E)(1). Qualified pre-retirement survivor annuity coverage will be automatically reinstated as of the first day of the Plan Year in which the Participant attains age 35. Any new waiver on or after such date shall be subject to the full requirements of this Section 6.05.
2. Earliest Retirement Age -The earliest date on which, under the Plan, the Participant could elect to receive retirement benefits.
3. Qualified Election -A waiver of a qualified joint and survivor annuity or a qualified pre-retirement survivor annuity. Any waiver of a qualified joint and survivor annuity or a qualified pre-retirement survivor annuity shall not be effective unless: (a) the Participant's spouse consents in writing to the election, (b) the election designates a specific Beneficiary, including any class of beneficiaries or any contingent beneficiaries, which may not be changed without spousal consent (or the spouse expressly permits designations by the Participant without any further spousal consent); (c) the spouse's consent acknowledges the effect of the election; and
(d) the spouse's consent is witnessed by a plan representative or notary public. Additionally, a Participant's waiver of the qualified joint and survivor annuity shall not be effective unless the election designates a form of benefit payment which may not be changed without spousal consent (or the Spouse expressly permits designations by the Participant without any further spousal consent). If it is established to the satisfaction of a plan representative that there is no spouse or that the spouse cannot be located, a waiver will be deemed a qualified election.
Any Consent by a spouse obtained under this provision (or establishment that the consent of a spouse may not be obtained) shall be effective only with respect to such spouse.
A consent that permits designations by the
Participant without any requirement of
further consent by such spouse must
acknowledge that the spouse has the right to
limit consent to a specific Beneficiary, and
a specific form of benefit where applicable,
and that the spouse voluntarily elects to
relinquish either or both of such rights. A
revocation of a prior waiver may be made by
a Participant without the Consent of the
spouse at any time before the Commencement
of benefits. The number of revocations shall
not be limited. No consent obtained under
this provision shall be valid unless the
Participant has received notice as provided
in Section 6.05(E) below.
4. Qualified Joint and Survivor Annuity -An immediate annuity for the life of the Participant with a survivor annuity for the life of the spouse which is not less than 50% and not more than 100% of the amount of the annuity which is payable during the joint lives of the Participant and the spouse and which is the amount of benefit which can be purchased with the Participant's vested account balance. The percentage of the survivor annuity under the Plan shall be 50% (unless a different percentage is elected by the Employer in the Adoption Agreement).
5. Spouse (surviving spouse) -The spouse or surviving spouse of the Participant, provided that a former spouse will be treated as the spouse or surviving spouse and a current spouse will not be treated as the spouse or surviving spouse to the extent provided under a qualified domestic relations order as described in Section 414(p) of the Code.
6. Annuity Starting Date -The first day of the first period for which an amount is paid as an annuity or any other form
7. Vested Account Balance -The aggregate value of the Participant's Vested account balances derived from Employer and Nondeductible Employee Contributions (including rollovers), whether Vested before or upon death, including the proceeds of insurance contracts, if any, on the Participant's life. The provisions of this Section 6.05 shall apply to a Participant who is Vested in amounts attributable to Employer Contributions, Nondeductible Employee Contributions (or both) at the time of death or distribution.
E. Notice Requirements
1. In the case of a qualified joint and survivor annuity, the Plan Administrator shall no less than 30 days and not more than 90 days prior to the annuity starting date provide each Participant a written explanation of: (a) the terms and conditions of a qualified joint and survivor annuity;
(b) the Participant's right to make and the effect of an election to waive the qualified joint and survivor annuity form of benefit;
(c) the rights of a Participant's spouse; and (d) the right to make, and the effect of, a revocation of a previous election to waive the qualified joint and survivor annuity.
2. In the case of a qualified pre-retirement annuity as described in Section 6.05(C), the Plan Administrator shall provide each Participant within the applicable period for such Participant a written explanation of the qualified pre-retirement survivor annuity in such terms and in such manner as would be comparable to the explanation provided for meeting the requirements of
Section 6.05(E)(1) applicable to a qualified joint and
survivor annuity.
The applicable period for a Participant is whichever of the following periods ends last
(a) the period beginning with the first day of the Plan Year in which the Participant attains age 32 and ending with the close of the Plan Year preceding the Plan Year in which the Participant attains age 35; (b) a reasonable period ending after the individual becomes a Participant; (c) a reasonable period ending after Section 605(E)(3) ceases to apply to the Participant; and (d) a reasonable period ending after this Section 6.05 first applies to the Participant. Notwithstanding the foregoing, notice must be provided within a reasonable period ending after separation from service in the case of a Participant who separates from service before attaining age 35.
For purposes of applying the preceding paragraph, a reasonable period ending after the enumerated events described in (b), (c) and (d) is the end of the two-year period beginning one year prior to the date the applicable event occurs, and ending one year after that date. In the case of a Participant who separates from service before the Plan Year in which age 35 is attained, notice shall be provided within the two-year period beginning one year prior to separation and ending one year after separation. If such a Participant thereafter returns to employment with the Employer, the applicable period for such Participant shall be re-determined.
3. Notwithstanding the other requirements of this Section 6.05(E), the respective notices prescribed by this Section 6.05(E), need not be given to a Participant if (a) the Plan "fully subsidizes" the costs of a qualified joint and survivor annuity or qualified pre-retirement survivor annuity, and (b) the Plan does not allow the Participant to waive the qualified joint and survivor annuity or qualified pre-retirement survivor annuity and does not allow a married Participant to designate a nonspouse beneficiary. For purposes of this Section 6.05(E)(3), a plan fully subsidizes the cost of a benefit if no increase in cost, or decrease in benefits to the Participant may result from the Participant's failure to elect another benefit.
F. Retirement Equity Act Safe Harbor Rules
1. If the Employer so indicates in the Adoption Agreement, this Section 6.05(F) shall apply to a Participant in a profit sharing plan, and shall always apply to any distribution, made on or after the first day of the first Plan Year beginning after December 31, 1988, from or under a separate account attributable solely to accumulated deductible employee contributions, as defined in Section 72(0)(5)(B) of the Code, and maintained on behalf of a Participant in a money purchase pension plan, (including a target benefit plan) if the following conditions are satisfied:
a. the Participant does not or cannot elect payments in the form of a life annuity; and
b. on the death of a Participant, the Participant's Vested account balance will be paid to the Participant's surviving spouse, but if there is no surviving spouse, or if the surviving spouse has consented in a manner conforming to a qualified election, then to the Participant's Designated Beneficiary. The surviving spouse may elect to have distribution of the Vested account balance commence within the 90 day period following the date of the Participant's death. The account balance shall be adjusted for gains or losses occurring after the Participant's death in accordance with the provisions of the Plan governing the adjustment of account balances for other types of distributions. This Section 6.05(F) shall not be operative with respect to a Participant in a profit sharing plan if the plan is a direct or indirect transferee of a defined benefit plan, money purchase plan, a target benefit plan, stock bonus, or profit sharing plan which is subject to the survivor annuity requirements of Section 401I
(a)(11) and Section 417 of the code. If this Section 6.05(F) is operative, then the provisions of this Section 6.05 other than Section 6.05(G) shall be inoperative.
2. The Participant may waive the spousal death benefit described in this Section 6.05(F) at any time provided that no such waiver shall be effective unless it satisfies the conditions of Section 605(D)(3) (other than the notification requirement referred to therein) that would apply to the Participant's waiver of the qualified pre-retirement survivor annuity.
3. For purposes of this Section 6.05(F), Vested account balance shall mean, in the case of a
money purchase pension plan or a target benefit plan, the Participant's separate account balance attributable solely to accumulated deductible employee contributions within the meaning of Section 72(0)(5)(B) of the Code. In the case of a profit sharing plan, Vested account balance shall have the same meaning as provided in
Section 6.05(D)(7).
G. Transitional Rules
1. Any living Participant not receiving benefits on August 23, 1984, who would otherwise not receive the benefits prescribed by the previous subsections of this Section 6.05 must be given the opportunity to elect to have the prior subsections of this Section apply if such Participant is credited with at least one Hour of Service under this Plan or a predecessor plan in a Plan Year beginning on or after January 1, 1976, and such Participant had at least 10 Years of Vesting Service when he or she separated from service.
2. Any living Participant not receiving benefits on August 23, 1984, who was credited with at least one Hour of Service under this Plan or a predecessor plan on or after September 2, 1974, and who is not otherwise credited with any service in a Plan Year beginning on or after January 1, 1976, must be given the opportunity to have his or her benefits paid in accordance with Section 6.05(G)(4).
3. The respective opportunities to elect (as described in Section 6.05(G)(1) and (2) above) must be afforded to the appropriate Participants during the period commencing on August 23, 1984, and ending on the date benefits would otherwise commence to said Participants.
4. Any Participant who has elected pursuant to
Section 6.05(G)(2) and any Participant who does not elect under Section 6.05(G)(1) or who meets the requirements of Section 6.05(G)(1) except that such Participant does not have at least 10 Years of Vesting Service when he or she separates from service, shall have his or her benefits distributed in accordance with all of the following requirements if benefits would have been payable in the form of a life annuity.
a. Automatic Joint and Survivor Annuity -If benefits in the form of a life annuity become payable to a married Participant who:
(1) begins to receive payments under the Plan on or after Normal Retirement Age; or
(2) dies on or after Normal Retirement Age while still working for the Employer; or
(3) begins to receive payments on or after the qualified early retirement age; or
(4) separates from service on or after attaining Normal Retirement Age (or the qualified early retirement age) and after satisfying the eligibility requirements for the payment of benefits under the Plan and thereafter dies before beginning to receive such benefits;
then such benefits will be received under this Plan in the form of a qualified joint and survivor annuity, unless the Participant has elected otherwise during the election period. The election period must begin at least 6 months before the Participant attains qualified early retirement age and ends not more than 90 days before the commencement of benefits. Any election hereunder will be in writing and may be changed by the Participant at any lime.
b. Election of Early Survivor Annuity -A Participant who is employed after attaining the qualified early retirement age will be given the opportunity to elect, during the election period, to have a survivor annuity payable on death. If the Participant elects the survivor annuity, payments under such annuity must not be less than the payments which would have been made to the spouse under the qualified joint and survivor annuity if the Participant had retired on the day before his or her death. Any election under this provision will be in writing and may be changed by the Participant at any time. The election period begins on the later of
(1) the 90th day
before the Participant attains the qualified early retirement age, or (2) the date on which participation begins, and ends on the date the Participant terminates employment.
c. For purposes of Section 6.05(G)(4):
1. Qualified early retirement age is the latest of:
a. the earliest date, under the Plan, on which the Participant may elect to receive retirement benefits,
b. the first day of the 120th month beginning before the Participant reaches Normal Retirement Age, or
c. the date the Participant begins participation.
2. Qualified joint and survivor annuity is an annuity for the life of the Participant with a survivor annuity for the life of the spouse as described in Section 6.05(D)(4) of this Plan.
6.06 DISTRIBUTION REQUIREMENTS
A. General Rules
1. Subject to Section 6.05 Joint and Survivor Annuity Requirements, the requirements of this Section shall apply to any distribution of a Participant's interest and will take precedence over any inconsistent provisions of this Plan. Unless otherwise specified, the provisions of this Section 6.06 apply to calendar years beginning after December 31, 1984.
2. All distributions required under this
Section 6.06 shall be determined and made in accordance with the Income Tax Regulations under Section 401(a)(9), including the minimum distribution incidental benefit requirement of Section 1.401(a)(9)-2 of the proposed regulations.
B. Required Beginning Date -The entire interest of a Participant must be distributed or begin to be distributed no later than the Participant's required beginning date.
C. Limits on Distribution Periods -As of the first distribution calendar year, distributions, if not made in a single sum, may only be made over one of the following periods (or a combination thereof):
1. the life of the Participant,
2. the life of the Participant and a designated Beneficiary,
3. a period certain not extending beyond the life expectancy of the Participant, or
4. a period certain not extending beyond the joint and last survivor expectancy of the Participant and a designated Beneficiary.
D. Determination of Amount to be Distributed Each Year -If the Participant's interest is to be distributed in other than a single sum, the following minimum distribution rules shall apply on or after the required beginning date:
1. Individual Account
a. If a Participant's benefit is to be distributed over (1) a period not extending beyond the life expectancy of the Participant or the joint life and last survivor expectancy of the Participant and the Participant's designated Beneficiary or (2) a period not extending beyond the life expectancy of the designated Beneficiary, the amount required to be distributed for each calendar year, beginning with distributions for the first distribution calendar year, must at least equal the quotient obtained by dividing
the Participant's benefit by the applicable life expectancy.
b. For calendar years beginning before January 1, 1989, if the Participant's spouse is not the designated Beneficiary, the method of distribution selected must assure that at least 50% of the present value of the amount available for distribution is paid within the life expectancy of the Participant.
c. For calendar years beginning after December 31, 1988, the amount to be distributed each year, beginning with distributions for the first distribution calendar year shall not be less than the quotient obtained by dividing the Participant's benefit by the lesser of
(1) the applicable life expectancy or
(2) if the Participant's spouse is not the designated Beneficiary, the applicable divisor determined from the table set forth in Q&A-4 of Section 1.401(a)(9)-2 of the Proposed Income Tax Regulations. Distributions after the death of the Participant shall be distributed using the applicable life expectancy in Section 6.05(D)(1)(a) above as the relevant divisor without regard to proposed regulations 1.401(a)(9)-2.
d. The minimum distribution required for the Participant's first distribution calendar year must be made on or before the Participant's required beginning date. The minimum distribution for other calendar years, including the minimum distribution for the distribution calendar year in which the Employee's required beginning date occurs, must be made on or before December 31 of that distribution calendar year.
2. Other Forms -If the Participant's benefit is distributed in the form of an annuity purchased from an insurance company, distributions thereunder shall be made in accordance with the requirements of Section 401(a)(9) of the Code and the regulations thereunder
E. Death Distribution Provisions
1. Distribution Beginning Before Death -If the Participant dies after distribution of his or her interest has begun, the remaining portion of such interest will continue to be distributed at least as rapidly as under the method of distribution being used prior to the Participant's death.
2. Distribution Beginning After Death -If the Participant dies before distribution of his or her interest begins, distribution of the Participant's entire interest shall be completed by December 31 of the calendar year containing the fifth anniversary of the Participant's death except to the extent that an election is made to receive distributions in accordance with (a) or (b) below:
a. if any portion of the Participant's interest is payable to a designated Beneficiary, distributions may be made over the life or over a period certain not greater than the life expectancy of the designated Beneficiary commencing on or before December 31 of the calendar year immediately following the calendar year in which the Participant died;
b. if the designated Beneficiary is the Participant's surviving spouse, the date distributions are required to begin in accordance with (a) above shall not be earlier than the later of (1) December 31 of the calendar year immediately following the calendar year in which the Participant dies or (2) December 31 of the calendar year in which the Participant would have attained age 70 1/2.
If the Participant has not made all election pursuant to this Section 6.05(E)(2) by the time of his or her death, the Participant's designated Beneficiary must elect the method of distribution no later than the earlier of (1) December 31 of the calendar year in which distributions would be required to begin under this Section 6.05(E)(2), or (2) December 31 of the calendar year which contains the fifth anniversary of the dale of death of the Participant. If the Participant has no designated Beneficiary, or if the designated Beneficiary does not elect a method of distribution, distribution of the Participant's entire interest must be completed by December 31 of the calendar year containing the fifth anniversary of the Participant's death.
3. For purposes of Section 6.06(E)(2) above, if the surviving spouse dies after the Participant, but before payments to such spouse begin, the provisions of Section
606(E)(2), with the exception of paragraph
(b) therein, shall be applied as if the surviving spouse were the Participant.
4. For purposes of this Section 6.06(E), any amount paid to a child of the Participant will be treated as if it h, been paid to the surviving spouse if the amount becomes payable to the surviving spouse when the child reach the age of majority.
5. For purposes of this Section 6.06(E), distribution of a Participant's interest is considered to begin on the Participant's required beginning date (or, if Section 6.06(E)(3) above is applicable, the date distribution is required to begin to the surviving spouse pursuant to Section 6.06(E)(2) above). If distribution in the form of an annuity irrevocably commences to the Participant before the required beginning date, the date distribution is considered to begin is the date distribution actually commences.
F. Definitions
1. Applicable life Expectancy -The life expectancy (or joint and last survivor expectancy) calculated using the attained age of the Participant (or designated Beneficiary) as of the Participant's (or designated Beneficiary's) birthday in the applicable calendar year reduced by one for each calendar year which has elapsed since the date life expectancy was first calculated. If life expectancy is being recalculated, the applicable life expectancy shall be the life expectancy as so recalculated. The applicable calendar year shall be the first distribution calendar year, and if life expectancy is being recalculated such succeeding calendar year.
2. Designated Beneficiary -The individual who is designated as the Beneficiary under the Plan in accordance with Section 401 (a)(9) of the Code and the regulations thereunder.
3. Distribution Calendar Year -A calendar year for which a minimum distribution is required. For distributions beginning before the Participant's death, the first distribution calendar year is the calendar year immediately preceding the calendar year which contains the Participant's required beginning date. For distributions beginning after the Participant's death, the first distribution calendar year is the calendar year in which distributions are required to begin pursuant to Section 6.05(E) above.
4. Life Expectancy -Life expectancy and joint and last survivor expectancy are computed by use of the expected return multiples in Tables V and VI of Section 1.72-9 of the Income Tax Regulations.
Unless otherwise elected by the Participant (or spouse, in the case of distributions described in Section 605(E)(2)(b) above) by the time distributions are required to begin, life expectancies shall be recalculated annually. Such election shall be irrevocable as to the Participant (or spouse) and shall apply to all subsequent years. The life expectancy of a nonspouse Beneficiary may not be recalculated.
5. Participant's Benefit
a. The account balance as of the last valuation date in the valuation calendar year (the calendar year immediately preceding the distribution calendar year) increased by the amount of any Contributions or Forfeitures allocated to the account balance as of dates ill the valuation calendar year after the valuation date and decreased by distributions made in the valuation calendar year after the valuation date.
b. Exception for second distribution calendar year. For purposes of paragraph
(a) above, if any portion of the minimum distribution for the first distribution calendar year is made in the second distribution calendar year on or before the required beginning date, the amount of the minimum distribution made in the second distribution calendar year shall be treated as if it had been made in the immediately preceding distribution calendar year.
6. Required Beginning Date
a. General Rule -The required beginning date of a Participant is the first day of April of the calendar year following the calendar year in which the Participant attains age
70 1/2.
b. Transitional Rules -The required beginning date of a Participant who attains age 70 1/2 before January 1, 1988, shall be determined in accordance with (1) or (2) below
(1) Non 5% Owners -The required beginning date of a Participant who is not a 5% owner is the first day of April of the calendar year following the calendar year in which the later of retirement or attainment of age 70 1/2 occurs.
(2) 5% Owners -The required beginning date of a Participant who is as 5% owner during any year beginning after December 31, 1979, is the first day of April following the later of:
(a) the calendar year in which the Participant attains age 70 1/2, or
(b) the earlier of the calendar year with or within which ends the Plan Year in which the Participant becomes as 5% owner, or the calendar year in which the Participant retires.
The required beginning date of a Participant who is not a 5% owner who attains age 70 1/2 during 1988 and who has not retired as of January 1,1989, is April 1, 1990.
c. 5% Owner -A Participant is treated as a 5% owner for purposes of this Section 6.06(F)(6) if such Participant is as 5% owner as defined in Section 416(i) of the Code (determined in accordance with
Section 416 but without regard to whether the Plan is top-heavy) at any time during the Plan Year ending with or within the calendar year in which such owner attains age 66 1/2 or any subsequent Plan Year.
d. Once distributions have begun to as 5% owner under this Section 6.06(F)(6) they must continue to be distributed, even if the Participant ceases to be a 5% owner in a subsequent year.
G. Transitional Rule
1. Notwithstanding the other requirements of this Section 6.06 and subject to the requirements of Section 6.05, Joint and Survivor Annuity Requirements, distribution on behalf of any Employee, including a 5% owner, may be made in accordance with all of the following requirements (regardless of when such distribution commences):
a. The distribution by the Fund is one which would not have qualified such Fund under Section 401(a)(9) of the Code as in effect prior to amendment by the Deficit Reduction Act of 1984.
b. The distribution is in accordance with a method of distribution designated by the Employee whose interest in the Fund is being distributed or, if the Employee is deceased, by a Beneficiary of such Employee.
c. Such designation was in Writing, was signed by the Employee or the Beneficiary, and was made before January 1, 1984.
d. The Employee had accrued a benefit under the Plan as of December 31, 1983.
e. The method of distribution designated by the Employee or the Beneficiary specifies the time at which distribution will commence, the period over which distributions will be made, and in the case of any distribution upon the Employee's death, the Beneficiaries of the Employee listed in order of priority.
2. A distribution Upon death will not be covered by this transitional rule unless the information in the designation contains the required information described above with respect to the distributions to be made upon the death of the Employee.
3. For any distribution which commences before January 1, 1984, but continues after December 31, 1983, the Employee, or the Beneficiary, to whom such distribution is being made, will be presumed to have designated the method of distribution under which the
distribution is being made if the method of distribution was specified in writing and the distribution satisfies the requirements in Sections 6.06(G)(J)(a) and (e).
4. If a designation is revoked, any subsequent distribution must satisfy the requirements of Section 401(a)(9) of the Code and the regulations thereunder. If a designation is revoked subsequent to the date distributions are required to begin, the Plan must distribute by the end of the calendar year following the calendar year in which the revocation occurs the total amount not yet distributed which would have been required to have been distributed to satisfy Section 401(a)(9) of the Code and the regulations thereunder, but for the Section 242(b)(2) election. For calendar years beginning after December 31, 1988, such distributions must meet the minimum distribution incidental benefit requirements in Section 1.401
(a)(9)-2 of the Proposed Income Tax Regulations. Any changes in the designation will be considered to be a revocation of the designation. However, the mere substitution or addition of another Beneficiary (one not named in the designation) under the designation will not be considered to be a revocation of the designation, so long as such substitution or addition does not alter the period over which distributions are to be made under the designation, directly or indirectly (for example, by altering the relevant measuring life). In the case in which an amount is transferred or rolled over from one plan to another plan, the rules in Q&A J-2 and Q&A J-3 shall apply.
6.07 ANNUITY CONTRACTS Any annuity contract distributed under the Plan (if permitted or required by this Section 6) must be nontransferable. The terms of any annuity contract purchased and distributed by the Plan to a Participant or spouse shall comply with the requirements of the Plan.
6.08 LOANS TO PARTICIPANTS If the Adoption Agreement so indicates, a Participant may receive a loan from the Fund, subject to the following rules:
A. Loans shall be made available to all Participants on a reasonably equivalent basis
B. Loans shall not be made available to Highly Compensated Employees (as defined in Section 414(q) of the Code) in an amount greater than the amount made available to other Employees.
C. Loans must be adequately secured and bear a reasonable interest rate.
D. No Participant loan shall exceed the present value of the Vested portion of a Participant's Individual Account.
E. A Participant must obtain the consent of his or her spouse, if any, to the use of the Individual Account as security for the loan. Spousal consent shall be obtained no earlier than the beginning of the 90 day period that ends on the date on which the loan is to be so secured, The consent must be in writing, must acknowledge the effect of the loan, and must be witnessed by a plan representative or notary public. Such consent shall thereafter be binding with respect to the consenting spouse or any subsequent spouse with respect to that loan. A new consent shall be required if the account balance is used for re-negotiation, extension, renewal, or other revision of the loan. Notwithstanding the foregoing, no spousal consent is necessary if, at the time the loan is secured, no consent would be required for a distribution under Section
417(a)(2)(B). In addition, spousal consent is not required if the Plan or the Participant is not subject to Section 401 (a)(11) at the time the Individual Account is used as security, or if the total Individual Account subject to the security is less than or equal to $3,500.
F. In the event of default, foreclosure on the note and attachment of security will not occur until a distributable event occurs in the Plan. Notwithstanding the preceding sentence, a Participant's default on a loan will be treated as a distributable event and as soon as administratively feasible after the default, the Participant's Vested Individual Account will be reduced by the lesser of the amount in default (plus accrued interest) or the amount secured. If this Plan is a 401(k) plan, then to the extent the loan is attributable to a Participant's Elective Deferrals, Qualified Nonelective Contributions or Qualified Matching Contributions, the Participant's Individual Account will not be reduced unless the Participant has attained age 59-1/2 or has another distributable event. A Participant will be deemed to have consented to the provision at the time the loan is made to the Participant.
G. No loans will be made to any shareholder-employee or Owner-Employee. For purposes of
this requirement, a shareholder-employee means an employee or officer of an electing small business (Subchapter S) corporation who owns (or is considered as owning within the meaning of
Section 318(a)(I) of the Code), on any day during the taxable year of such corporation, more than 5% of the outstanding stock of the corporation.
If a valid spousal consent has been obtained in accordance with 6.08(E), then, notwithstanding any other provisions of this Plan, the portion of the Participant's Vested Individual Account used as a security interest held by the Plan by reason of a loan outstanding to the Participant shall be taken into account for purposes of determining the amount of the account balance payable at the time of death or distribution, but only if the reduction is used as repayment of the loan. If less than 100% of the Participant's Vested Individual Account (determined without regard to the preceding sentence) is payable to the surviving spouse, then the account balance shall be adjusted by first reducing the Vested Individual Account by the amount of the security used as repayment of the loan, and then determining the benefit payable to the surviving spouse.
To avoid taxation to the Participant, no loan to any Participant can be made to the extent that such loan when added to the outstanding balance of all other loans to the Participant would exceed the lesser of
(a) $50,000 reduced by the excess (if any) of the highest outstanding balance of loans during the one year period ending on the day before the loan is made, over the outstanding balance of loans from the Plan on the date the loan is made, or (b) 50% of the present value of the non-forfeitable Individual Account of the Participant or, if greater, the total Individual Account up to $10,000. For the purpose of the above limitation, all loans from all plans of the Employer and other members of a group of employers described in Sections 414(b), 414(c), and 414(m) of the Code are aggregated. Furthermore, any loan shall by its terms require that repayment (principal and interest) be amortized in level payments, not less frequently than quarterly, over a period not extending beyond 5 years from the date of the loan, unless such loan is used to acquire a dwelling unit which within a reasonable time (determined at the time the loan is made) will be used as the principal residence of the Participant. An assignment or pledge of any portion of the Participant's interest in the Plan and a loan, pledge, or assignment with respect to any insurance contract purchased under the Plan, will be treated as a loan under this paragraph.
The Plan Administrator shall administer the loan program in accordance with a written document Such written document shall include, at a minimum, the following. (i) the identity of the person or positions authorized to administer the Participant loan program; (ii) the procedure for applying for loans; (iii) the basis on which loans will be approved or denied; (iv) limitations (if any) on the types and amounts of loans offered; (v) the procedure under the program for determining a reasonable rate of interest; (vi) the types of collateral which may secure a Participant loan; and (vii) the events constituting default and the steps that will be taken to preserve Plan assets in the event of such default.
6.09 DISTRIBUTION IN KIND
The Plan Administrator may cause any distribution under this Plan to be made either in a form actually held in the Fund, or in cash by converting assets other than cash into cash, or in any combination of the two foregoing ways.
6.10 DIRECT ROLLOVERS OF ELIGIBLE ROLLOVER DISTRIBUTIONS
A. Direct Rollover Option This Section applies to distributions made on or after January 1, 1993. Notwithstanding any provision of the Plan to the contrary that would otherwise limit a distributee's election under this Section, a distributee may elect, at the time and in the manner prescribed by the Plan Administrator, to have any portion of an eligible rollover distribution that is equal to at least $500 paid directly to an eligible retirement plan specified by the distributee in a direct rollover.
B. Definitions
1. Eligible rollover distribution -All eligible rollover distribution is any distribution of all or any portion of the balance to the credit of the distributee, except that an eligible rollover distribution does not include.
a. any distribution that is one of a series of substantially equal periodic payments (not less frequently than annually) made for the life (or life expectancy) of the distributee
or the joint lives (or joint life expectancies) of the distributee and the distributee's designated Beneficiary, or for a specified period of ten years or more;
b. any distribution to the extent such distribution is required under Section 401(a)(9) of the Code;
c. the portion of any other distribution that is not includible in gross income (determined without regard to the exclusion for net unrealized appreciation with respect to employer securities); and
d. any other distribution(s) that is reasonably expected to total less than $200 during a year.
2. Eligible retirement plan - An eligible retirement plan is an individual retirement account described in Section 408(a) of the Code, an individual retirement annuity described in Section 408(b) of the Code, an annuity plan described in Section 403(a) of the Code, or a qualified trust described in
Section 401 (a) of the Code, that accepts the distributee's eligible rollover distribution However, in the case of an eligible rollover distribution to the surviving spouse, an eligible retirement plan is an individual retirement account or individual retirement annuity.
3. Distributee- A distributee includes an Employee or former Employee. In addition, the Employee's or former Employee's surviving spouse and the Employee's or former Employee's spouse or former spouse who is the alternate payee under a qualified domestic relations order, as defined in
Section 414(p) of the Code, are distributees with regard to the interest of the spouse or former spouse.
4. Direct rollover -A direct rollover is a payment by the Plan to the eligible retirement plan specified by the distributee.
6.11 PROCEDURE FOR MISSING PARTICIPANTS OR BENEFICIARIES The Plan Administrator must use all reasonable measures to locate Participants or Beneficiaries who are entitled to distributions from the Plan. In the event that the Plan Administrator cannot locate a Participant or Beneficiary who is entitled to a distribution from the Plan after using all reasonable measures to locate him or her, the Plan Administrator may, consistent with applicable laws, regulations and other pronouncements under ERISA, use any reasonable procedure to dispose of distributable plan assets, including any of the following (1) establish a bank account for and in the name of the Participant or Beneficiary and transfer the assets to such bank account, (2) purchase an annuity contract with the assets in the name of the Participant or Beneficiary, or (3) after the expiration of 5 years after the benefit becomes payable, treat the amount distributable as a Forfeiture and allocate it in accordance with the terms of the Plan and if the Participant or Beneficiary is later located, restore such benefit to the Plan
SECTION SEVEN CLAIMS PROCEDURE
7.01 FILING A CLAIM FOR PLAN DISTRIBUTIONS A Participant or Beneficiary who desires to make a claim for the Vested portion of the Participant's Individual Account shall file a written request with the Plan Administrator on a form to be furnished to him or her by the Plan Administrator for such purpose. The request shall set forth the basis of the claim. The Plan Administrator is authorized to conduct such examinations as may be necessary to facilitate the payment of any benefits to which the Participant or Beneficiary may be entitled under the terms of the Plan.
7.02 DENIAL OF CLAIM Whenever a claim for a Plan distribution by any Participant or Beneficiary has been wholly or partially denied, the Plan Administrator must furnish such Participant or Beneficiary written notice of the denial within 60 days of the date the original claim was filed. This notice shall set forth the specific reasons for the denial, specific reference to pertinent Plan provisions on which the denial is based, a description of any additional information or material needed to perfect the claim, an explanation of why such additional information or material is necessary and an explanation of the procedures for appeal.
7.03 REMEDIES AVAILABLE The Participant or Beneficiary shall have 60 days from receipt of the denial notice in which to
make written application for review by the Plan Administrator. The Participant or Beneficiary may request that the review be in the nature of a hearing. The Participant or Beneficiary shall have the right to representation, to review pertinent documents and to submit comments in writing. The Plan Administrator shall issue a decision on such review within 60 days after receipt of an application for review as provided for in Section 7.02. Upon a decision unfavorable to the Participant or Beneficiary, such Participant or Beneficiary shall be entitled to bring such actions in law or equity as may be necessary or appropriate to protect or clarify his or her right to benefits under this Plan.
SECTION EIGHT PLAN ADMINISTRATOR
8.01 EMPLOYER IS PLAN ADMINISTRATOR
A. The Employer shall be the Plan Administrator unless the managing body of the Employer designates a person or persons other than the Employer as the Plan Administrator and so notifies the Trustee (or Custodian, if applicable). The Employer shall also be the Plan Administrator if the person or persons so designated cease to be the Plan Administrator. The Employer may establish an administrative committee that will carry out the Plan Administrator's duties. Members of the administrative committee may allocate the Plan Administrator's duties among themselves.
B. If the managing body of the Employer designates a person or persons other than the Employer as Plan Administrator, such person or persons shall serve at the pleasure of the Employer and shall serve pursuant to such procedures as such managing body may provide. Each such person shall be bonded as may be required by law.
8.02 POWERS AND DUTIES OF THE PLAN ADMINISTRATOR
A. The Plan Administrator may, by appointment, allocate the duties of the Plan Administrator among several individuals or entities. Such appointments shall not be effective until the party designated accepts such appointment in writing.
B. The Plan Administrator shall have the authority to control and manage the operation and administration of the Plan. The Plan Administrator shall administer the Plan for the exclusive benefit of the Participants and their Beneficiaries in accordance with the specific terms of the Plan.
C. The Plan Administrator shall be charged with the duties of the general administration of the Plan, including, but not limited to, the following:
1. To determine all questions of interpretation or policy in a manner consistent with the Plan's documents and the Plan Administrator's construction or determination in good faith shall be conclusive and binding on all persons except as otherwise provided herein or by law. Any interpretation or construction shall he done in a nondiscriminatory manner and shall be consistent with the intent that the Plan shall continue to he deemed a qualified plan under the terms of Section 401 (a) of the Code, as amended from time-to-time, and shall comply with the terms of ERISA, as amended from time-to-time;
2. To determine all questions relating to the eligibility of Employees to become or remain Participants hereunder;
3. To compute the amounts necessary or desirable to be contributed to the Plan;
4. To compute the amount and kind of benefits to which a Participant or Beneficiary shall be entitled under the Plan and to direct the Trustee (or Custodian, if applicable) with respect to all disbursements under the Plan, and, when requested by the Trustee (or Custodian), to furnish the Trustee (or Custodian) with instructions, writing, on matters pertaining to the Plan and the Trustee (or Custodian) may rely and act thereon;
5. To maintain all records necessary for the administration of the Plan;
6. To be responsible for preparing and filing such disclosure and tax forms as may be required from time-to-time by the Secretary of Labor or the Secretary of the Treasury;
and
7. To furnish each Employee, Participant or Beneficiary such notices, information and reports under such circumstances as may be required by law.
D. The Plan Administrator shall have all of the powers necessary or appropriate to accomplish his or her duties under the Plan, including, hut not limited to, the following.
1. To appoint and retain such persons as may be necessary to carry out the functions of the Plan Administrator;
2. To appoint and retain counsel, specialists or other persons as the Plan Administrator deems necessary or advisable in the administration of the Plan;
3. To resolve all questions of administration of the Plan;
4. To establish such uniform and nondiscriminatory rules which it deems necessary to carry out the terms of the Plan;
5. To make any adjustments in a uniform and nondiscriminatory manner which it deems necessary to correct any arithmetical or accounting errors which may have been made for any Plan Year; and
6. To correct any defect, supply any omission or reconcile any inconsistency in such manner and to such extent as shall be deemed necessary or advisable to carry out the purpose of the Plan.
8.03 EXPENSES AND COMPENSATION All reasonable expenses of administration including, but not limited to, those involved in retaining necessary professional assistance may be paid from the assets of the Fund. Alternatively, the Employer may, in its discretion, pay any or all such expenses. Pursuant to uniform and nondiscriminatory rules that the Plan Administrator may establish from time-to-time, administrative expenses and expenses unique to a particular Participant may be charged to a Participant's Individual Account or the Plan Administrator may allow Participants to pay such fees outside of the Plan. The Employer shall furnish the Plan Administrator with such clerical and other assistance as the Plan Administrator may need in the performance of his or her duties.
8.04 INFORMATION FROM EMPLOYER To enable the Plan Administrator to perform his or her duties, the Employer shall supply full and timely information to the Plan Administrator (or his or her designated agents) on all matters relating to the Compensation of all Participants, their regular employment, retirement, death, Disability or Termination of Employment, and such other pertinent facts as the Plan Administrator (or his or her agents) may require The Plan Administrator shall advise the Trustee (or Custodian, if applicable) of such of the foregoing facts as may be pertinent to the Trustee's (or Custodian's) duties under the Plan. The Plan Administrator (or his or her agents) is entitled to rely on such information as is supplied by the Employer and shall have no duty or responsibility to verify such information.
SECTION NINE AMENDMENT AND TERMINATION
9.01 RIGHT OF PROTOTYPE SPONSOR TO AMEND THE PLAN
A. The Employer, by adopting the Plan, expressly delegates to the Prototype Sponsor the power, but not the duty, to amend the Plan without any further action or consent of the Employer as the Prototype Sponsor deems necessary for the purpose of adjusting the Plan to comply with all laws and regulations governing pension or profit sharing plans. Specifically, it is understood that the amendments may be made unilaterally by the Prototype Sponsor. However, it shall be understood that the Prototype Sponsor shall be under no obligation to amend the Plan documents and the Employer expressly waives any rights or claims against the Prototype Sponsor for not exercising this power to amend. For purposes of Prototype Sponsor amendments, the mass submitter shall be recognized as the agent of the Prototype Sponsor. If the Prototype Sponsor does not adopt the amendments made by the mass submitter, it will no longer be identical to or a minor modifier of the mass submitter plan.
B. An amendment by the Prototype Sponsor shall be accomplished by giving written notice to the Employer of the amendment to be made. The notice shall set forth the text of such amendment and the date such amendment is to be effective. Such amendment shall take effect unless within the 30 day period after such notice is provided, or within such shorter period as the
notice may specify, the Employer gives the Prototype Sponsor written notice of refusal to consent to the amendment. Such written notice of refusal shall have the effect of withdrawing the Plan as a prototype plan and shall cause the Plan to be considered an individually designed plan. The right of the Prototype Sponsor to cause the Plan to be amended shall terminate should the Plan cease to conform as a prototype plan as provided in this or any other section.
9.02 RIGHT OF EMPLOYER TO AMEND THE PLAN The Employer may (1) change the choice of options in the Adoption Agreement; (2) add overriding language in the Adoption Agreement when such language is necessary to satisfy Section 415 or Section 416 of the Code because of the required aggregation of multiple plans; and (3) add certain model amendments published by the Internal Revenue Service which specifically provide that their adoption will not cause the Plan to be treated as individually designed. An Employer that amends the Plan for any other reason, including a waiver of the minimum funding requirement under Section 412 of the Code, will no longer participate in this prototype plan and will be considered to have an individually designed plan.
An Employer who wishes to amend the Plan to change the options it has chosen in the Adoption Agreement must complete and deliver a new Adoption Agreement to the Prototype Sponsor and Trustee (or Custodian, if applicable), Such amendment shall become effective upon execution by the Employer and Trustee (or Custodian),
The Employer further reserves the right to replace the Plan in its entirety by adopting another retirement plan which the Employer designates as a replacement plan.
9.03 LIMITATION ON POWER TO AMEND No amendment to the Plan shall be effective to the extent that it has the effect of decreasing a Participant's accrued benefit. Notwithstanding the preceding sentence, a Participant's Individual Account may be reduced to the extent permitted under
Section 412(c)(8) of the Code. For purposes of this paragraph, a plan amendment which has the effect of decreasing a Participant's Individual Account or eliminating an optional form of benefit with respect to benefits attributable to service before the amendment shall be treated as reducing an accrued benefit. Furthermore, if the vesting schedule of a Plan is amended, in the case of an Employee who is a Participant as of the later of the date such amendment is adopted or the date it becomes effective, the Vested percentage determined as of such date) of such Employee's Individual Account derived from Employer Contributions will not be less than the percentage computed under the Plan without regard to such amendment.
9.04 AMENDMENT OF VESTING SCHEDULE If the Plan's vesting schedule is amended, or the Plan is amended in any way that directly or indirectly affects the computation of the Participant's Vested percentage, or if the Plan is deemed amended by an automatic change to or from a top-heavy vesting schedule, each Participant with at least 3 Years of Vesting Service with the Employer may elect, within the time set forth below, to have the Vested percentage computed under the Plan without regard to such amendment.
For Participants who do not have at least I Hour of Service in any Plan Year beginning after December 31, 1988, the preceding sentence shall be applied by substituting "5 Years of Vesting Service" for "3 Years of Vesting Service" where such language appears. The Period during which the election may be made shall commence with the date the amendment is adopted or deemed to be made and shall end the later of:
A. 60 days after the amendment is adopted;
B. 60 days after the amendment becomes effective; or
C. 60 days after the Participant is issued written notice of the amendment by the Employer or Plan Administrator.
9.05 PERMANENCY The Employer expects to continue this Plan and make the necessary contributions thereto indefinitely, but such continuance and payment is not assumed as a contractual obligation. Neither the Adoption Agreement nor the Plan nor any amendment or modification thereof nor the making of contributions hereunder shall be construed as giving any Participant or any person whomsoever any legal or equitable right against the Employer, the Trustee ( or Custodian, if applicable) the Plan Administrator or the Prototype Sponsor except as specifically provided herein, or as provided by law.
9.06 METHOD AND PROCEDURE FOR TERMINATION The Plan may be terminated by the Employer at any time by appropriate action of its managing body. Such termination shall be effective on the date specified by the Employer. The Plan shall terminate if the Employer shall be dissolved, terminated, or declared bankrupt. Written notice of the termination and effective date thereof shall be given to the Trustee (or Custodian), Plan Administrator, Prototype Sponsor, Participants and Beneficiaries of deceased Participants, and the required filings (such as the Form 5500 series and others) must be made with the Internal Revenue Service and any other regulatory body as required by current laws and regulations. Until all of the assets have been distributed from the Fund, the Employer must keep the Plan in compliance with current laws and regulations by (a) making appropriate amendments to the Plan and (b) taking such other measures as may be required.
9.07 CONTINUANCE OF PLAN BY SUCCESSOR EMPLOYER Notwithstanding the preceding Section 9.06, a successor of the Employer may continue the Plan and be substituted in the place of the present Employer. The successor and the present Employer (or, if deceased, the executor of the estate of a deceased Self-Employed Individual who was the Employer) must execute a written instrument authorizing such substitution and the successor must complete and sign a new plan document.
9.08 FAILURE OF PLAN QUALIFICATION

                           If the Plan fails to retain its qualified status, the
                           Plan will no longer be considered to be part of a
                           prototype plan, and such Employer can no longer
                           participate under this prototype. In such event, the
                           Plan will be considered an individually designed
                           plan.

SECTION TEN       MISCELLANEOUS

                  10.01    STATE COMMUNITY PROPERTY LAWS
                           The terms and conditions of this Plan shall be
                           applicable without regard to the community property
                           laws of any state.

                  10.02    HEADINGS
                           The headings of the Plan have been inserted for
                           convenience of reference only and are to be ignored
                           in any construction of the provisions hereof.

                  10.03    GENDER AND NUMBER
                           Whenever any words are used herein in the masculine
                           gender they shall be construed as though they were
                           also used in the feminine gender in all cases where
                           they would so apply, and whenever any words are used
                           herein in the singular form they shall be construed
                           as though they were also used in the plural form in
                           all cases where they would so apply.

                  10.04    PLAN MERGER OR CONSOLIDATION
                           In the case of any merger or consolidation of the
                           Plan with, or transfer of assets or liabilities of
                           such Plan to, any other plan, each Participant shall
                           be entitled to receive benefits immediately after the
                           merger, consolidation, or transfer (if the Plan had
                           then terminated) which are equal to or greater than
                           the benefits he or she would have been entitled to
                           receive immediately before the merger, consolidation,
                           or transfer (if the Plan had then terminated). The
                           Trustee (or Custodian) has the authority to enter
                           into merger agreements or agreements to directly
                           transfer the assets of this Plan but only if such
                           agreements are made with trustees or custodians of
                           other retirement plans described in Section 401 (a)
                           of the Code.

                  10.05    STANDARD OF FIDUCIARY CONDUCT
                           The Employer, Plan Administrator, Trustee and any
                           other fiduciary under this Plan shall discharge their
                           duties with respect to this Plan solely in the
                           interests of Participants and their Beneficiaries and
                           with the care, skill, prudence and diligence under
                           the circumstances then prevailing that a prudent man
                           acting in like capacity and familiar with such
                           matters would use in the conduct of all enterprise of
                           a like character and with like aims. No fiduciary
                           shall cause the Plan to engage in any transaction
                           known as a "prohibited transaction" under ERISA.

                  10.06    GENERAL UNDERTAKING OF ALL PARTIES
                           All parties to this Plan and all persons claiming any
                           interest whatsoever hereunder agree to perform any
                           and all acts and execute any and all documents and
                           papers which may be necessary or desirable for the
                           carrying out of this Plan and any of its provisions.

                  10.07    AGREEMENT BINDS HEIRS, ETC.
                           This Plan shall be binding upon the heirs, executors,
                           administrators, successors and assigns, as

                           those terms shall apply to any and all parties
                           hereto, present and future.

                  10.08    DETERMINATION OF TOP-HEAVY STATUS

                           A.  For any Plan Year beginning after December 31,
                               1983, this Plan is a Top-Heavy Plan if any of
                               the following conditions exist:

                               1.   If the top-heavy ratio for this Plan exceeds
                                    60% and this Plan is not part of any
                                    required aggregation group or permissive
                                    aggregation group of plans.

                               2.   If this Plan is part of a required
                                    aggregation group of plans but not part of a
                                    permissive aggregation group and the
                                    top-heavy ratio for the group of plans
                                    exceeds 60%.

                               3.   If this Plan is a part of a required
                                    aggregation group and part of a permissive
                                    aggregation group of plans and the top-heavy
                                    ratio for the permissive aggregation group
                                    exceeds 60%.

                               For purposes of this Section 10.08, the following
                               terms shall have the meaning, indicated below:

                           B.  Key Employee -Any Employee or former Employee
                               (and the Beneficiaries of such Employee) who at
                               any time during the determination period was an
                               officer of the Employer if such individual's
                               annual compensation exceeds 50% of the dollar
                               limitation under Section 415(b)(1)(A) of the
                               Code, an owner (or considered an owner under
                               Section 318 of the Code) of one of the 10 largest
                               interests in the Employer if such individual's
                               compensation exceeds 100% of the dollar
                               limitation under Section 415(c)(I)(A) of the
                               Code, a 5% owner of the Employer, or a 1% owner
                               of the Employer who has an annual compensation of
                               more than $150,000. Annual compensation means
                               compensation as defined in Section 415(c)(3) of
                               the Code, but including amounts contributed by
                               the Employer pursuant to a salary reduction
                               agreement which are excludable from the
                               Employee's gross income under Section 125,
                               Section 402(e)(3), Section 402(h)(I)(B) or
                               Section 403(b) of the Code. The determination
                               period is the Plan Year containing the
                               determination date and the 4 receding Plan Years.

                               The determination of who is a Key Employee will
                               be made in accordance with Section 416(i)(I) of
                               the Code and the regulations thereunder.

                           C.  Top-heavy ratio

                               1.   If the Employer maintains one or more
                                    defined contribution plans (including any
                                    simplified employee pension plan) and the
                                    Employer has not maintained any defined
                                    benefit plan which during the 5-year period
                                    ending on the determination date(s) has or
                                    has had accrued benefits, the top-heavy
                                    ratio for this Plan alone or for the
                                    required or permissive aggregation group as
                                    appropriate is a fraction, the numerator of
                                    which is the sum of the account balances of
                                    all Key Employees as of the determination
                                    date(s)) (including any part of any account
                                    balance distributed in the 5-year period
                                    ending on the determination date(s), and the
                                    denominator of which is the sum of all
                                    account balances (including any part of any
                                    account balance distributed in the 5-year
                                    period ending on the determination date(s)),
                                    both computed in accordance with Section 416
                                    of the Code and the regulations thereunder.
                                    Both the numerator and the denominator of
                                    the top-heavy ratio are increased to reflect
                                    any contribution not actually made as of the
                                    determination date, but which is required to
                                    be taken into account on that date under
                                    Section 416 of the Code and the regulations
                                    thereunder.

                                    2.   If the Employer maintains one or more
                                    defined contribution plans (including any
                                    simplified employee pension plan) and the
                                    Employer maintains or has maintained one or
                                    more defined benefit plans which during the
                                    5-year period ending on the determination
                                    date(s) has or has had any accrued benefits,
                                    the top-heavy ratio for any required or
                                    permissive aggregation group as appropriate
                                    is a fraction, the numerator of which is the
                                    sum of account balances under the aggregated
                                    defined contribution plan or plans for all
                                    Key Employees, determined in accordance with
                                    (1) above, and the present value of accrued
                                    benefits under the aggregated defined
                                    benefit plan or plans for all Key Employees
                                    as of the determination date(s), and the
                                    denominator of which is the sum of the
                                    account balances under the aggregated
                                    defined contribution plan or plans for all
                                    Participants, determined in accordance with
                                    (1) above, and the present value of accrued
                                    benefits under the defined benefit plan or
                                    plans all Participants as of the
                                    determination

                                    date(s), and the denominator of which is the
                                    sum of the account balances under the
                                    aggregated defined contribution plan or
                                    plans for all Participants, determined in
                                    accordance with (1) above, and the present
                                    value of accrued benefits under the defined
                                    benefit plan or plans all Participants as of
                                    the determination date(s), all determined in
                                    accordance with Section 416 of the Code and
                                    the regulations thereunder. The accrued
                                    benefits under a defined benefit plan in
                                    both the numerator and denominator of the
                                    top-heavy ratio are increased for any
                                    distribution of an accrued benefit made in
                                    the 5-year period ending on the
                                    determination date.

                               3.   For purposes of (1) and (2) above, the value
                                    of account balances and the present value of
                                    accrued benefits will be determined as of
                                    the most recent valuation date that falls
                                    within or ends with the 12-month period
                                    ending on the determination date, except as
                                    provided in Section 416 of the Code and the
                                    regulations thereunder for the first and
                                    second plan years of a defined benefit plan.
                                    The account balances and accrued benefits of
                                    a Participant (a) who is not a Key Employee
                                    but who was a Key Employee in a Prior Year,
                                    or (b) who has not been credited with at
                                    least one Hour of Service with any employer
                                    maintaining the plan at any time during the
                                    5-year period ending on the determination
                                    date will be disregarded. The calculation of
                                    the top-heavy ratio, and the extent to which
                                    distributions, rollovers, and transfers are
                                    taken into account will be made in
                                    accordance with Section 416 of the Code and
                                    the regulations thereunder. Deductible
                                    employee contributions will not be taken
                                    into account for purposes of computing the
                                    top-heavy ratio. When aggregating plans the
                                    value of account balances and accrued
                                    benefits will be calculated with reference
                                    to the determination dates that fall within
                                    the same calendar year.

                                    The accrued benefit of a Participant other
                                    than a Key Employee shall be determined
                                    under (a) the method, if any, that uniformly
                                    applies for accrual purposes under all
                                    defined benefit plans maintained by the
                                    Employer, or (b) if there is no such method,
                                    as if such benefit accrued not more rapidly
                                    than the slowest accrual rate permitted
                                    under the fractional rule of Section 411
                                    (b)(I)(C) of the Code.

                               4.   Permissive aggregation group: The required
                                    aggregation group of plans plus any other
                                    plan or plans of the Employer which, when
                                    considered as a group with the required
                                    aggregation group, would continue to satisfy
                                    the requirements of Sections 401 (a)(4) and
                                    410 of the Code.

                               5.   Required aggregation group: (a) Each
                                    qualified plan of the Employer in which at
                                    least one Key Employee participates or
                                    participated at any time during the
                                    determination period (regardless of whether
                                    the Plan has terminated), and (b) any other
                                    qualified plan of the Employer which enables
                                    a plan described in (3).10 meet the
                                    requirements of Sections 401(a)(4) or 410 of
                                    the Code.

                               6.   Determination date: For any Plan Year
                                    subsequent to the first Plan Year, the last
                                    day of the preceding Plan Year. For the
                                    first Plan Year of the Plan, the last day of
                                    that year.

                               7.   Valuation date: For purposes of calculating
                                    the top-heavy ratio, the valuation date
                                    shall be the last day of each Plan Year.

                               8.   Present value: For purposes of establishing
                                    the "present value" of benefits under a
                                    defined benefit plan to compute the
                                    top-heavy ratio, any benefit shall be
                                    discounted only for mortality and interest
                                    based on the interest rate and mortality
                                    table specified for this purpose in the
                                    defined benefit plan, unless otherwise
                                    indicated in the Adoption Agreement.

                  10.09    SPECIAL LIMITATIONS FOR OWNER-EMPLOYEES
                           If this Plan provides contributions or benefits for
                           one or more Owner-Employees who control both the
                           business for which this Plan is established and one
                           or more other trades or businesses, this Plan and the
                           plan established for other trades or businesses must,
                           when looked at as a single plan, satisfy Sections 401
                           (a) and (d) of the Code for the employees of those
                           trades or businesses.

                           If the Plan provides contributions or benefits for
                           one or more Owner-Employees who control one or more
                           other trades or businesses, the employees of the
                           other trades or businesses must be included in a plan
                           which satisfies Sections 401(a) and (d) of the Code
                           and which provides contributions and benefits not
                           less favorable than provided for Owner-Employees
                           under this Plan.

                           If an individual is covered as an Owner-Employee
                           under the plans of two or more trades or businesses
                           which are not controlled and the individual controls
                           a trade or business, then the contributions or
                           benefits of the employees under the plan of the trade
                           or business which is controlled must be as favorable
                           as those provided for him or her under the most
                           favorable plan of the trade or business which is not
                           controlled.

                           For purposes of the preceding paragraphs, an
                           Owner-Employee, or two or more Owner-Employees, will
                           be considered to control a trade or business if the
                           Owner-Employee, or two or more Owner-Employees,
                           together:

                           A.  own the entire interest in a unincorporated trade
                               or business, or

                           B.  in the case of a partnership, own more than 50%
                               of either the capital interest or the profit
                               interest in the partnership

                           For purposes of the preceding sentence, an
                           Owner-Employee, or two or more Owner-Employees, shall
                           be treated as owning any interest in a partnership
                           which is owned, directly or indirectly, by a
                           partnership which such Owner-Employee, or such two or
                           more Owner-Employees, are considered to control
                           within the meaning of the preceding sentence.

                  10.10    INALIENABILITY OF BENEFITS
                           No benefit or interest available hereunder will be
                           subject to assignment or alienation, either
                           voluntarily or involuntarily. The preceding sentence
                           shall also apply to the creation, assignment, or
                           recognition of a right to any benefit payable with
                           respect to a Participant pursuant to a domestic
                           relations order, unless such order is determined to
                           be a qualified domestic relations order, as defined
                           in Section 414(p) of the Code.

                           Generally, a domestic relations order cannot be a
                           qualified domestic relations order until January 1,
                           1985. However, in the case of a domestic relations
                           order entered before such date, the Plan
                           Administrator:

                           (1) shall treat such order as a qualified domestic
                               relations order if such Plan Administrator is
                               paying benefits pursuant to such order on such
                               date, and

                           (2) may treat any other such order entered before
                               such date as a qualified domestic relations order
                               even if such order does not meet the requirements
                               of Section 414(p) of the Code.

                           Notwithstanding any provision of the Plan to the
                           contrary, a distribution to an alternate payee under
                           a qualified domestic relations order shall be
                           permitted even if the Participant affected by such
                           order is not otherwise entitled to a distribution and
                           even if such Participant has not attained earliest
                           retirement age as defined in Section 414(p) of the
                           Code.

                  10.11    CANNOT ELIMINATE PROTECTED BENEFITS
                           Pursuant to Section 411(d)(6) of the Code, and the
                           regulations thereunder, the Employer cannot reduce,
                           eliminate or make subject to Employer discretion any
                           Section 411(d)(6) protected benefit. Where this Plan
                           document is being adopted to amend another plan that
                           contains a protected benefit not provided for in this
                           document, the Employer may attach a supplement to the
                           Adoption Agreement that describes such protected
                           benefit which shall become part of the Plan.

SECTION ELEVEN 401(k) PROVISIONS

         In addition to Sections 1 through 10, the provisions
         of this Section 11 shall apply if the Employer has
         established a 401 (k) cash or deferred arrangement
         (CODA) by completing and signing the appropriate
         Adoption Agreement.

11.100   DEFINITIONS
         The following words and phrases when used in the Plan
         with initial capital letters shall, for the purposes
         of this Plan, have the meanings set forth below
         unless the context indicates that other meanings are
         intended.

11.101   ACTUAL DEFERRAL PERCENTAGE (ADP)
         Means, for a specified group of Participants for a
         Plan Year, the average of the ratios (calculated
         separately for each Participant in such group) of (1)
         the amount of Employer Contributions actually paid
         over to the Fund on behalf of such Participant for
         the Plan Year to (2) the Participant's Compensation
         for such Plan Year (taking into account only that
         Compensation paid to the Employee during the portion
         of the Plan Year he or she was an eligible
         Participant, unless otherwise indicated in the
         Adoption Agreement). For purposes of calculating the
         ADP, Employer Contributions on behalf of any
         Participant shall include: (I) any Elective Deferrals
         made pursuant to the Participant's deferral election,
         (including Excess Elective Deferrals of Highly
         Compensated Employees), but excluding (a) Excess
         Elective Deferrals of Non-highly Compensated
         Employees

         that arise solely from Elective Deferrals made under
         the Plan or plans of this Employer and (b) Elective
         Deferrals that are taken into account in the
         Contribution Percentage test (provided the ADP test
         is satisfied both with and without exclusion of these
         Elective Deferrals); and (2) at the election of the
         Employer, Qualified Non-elective Contributions and
         Qualified Matching Contributions. For purposes of
         computing Actual Deferral Percentages, an Employee
         who would be a Participant but for the failure to
         make Elective Deferrals shall be treated as a
         Participant on whose behalf no Elective Deferrals are
         made.

11.102   AGGREGATE LIMIT
         Means the sum of (1) 125% of the greater of the ADP
         of the Participants who are not Highly Compensated
         Employees for the Plan Year or the ACP of the
         Participants who are not Highly Compensated Employees
         under the Plan subject to Code Section 401 (m) for
         the Plan Year beginning with or within the Plan Year
         of the CODA; and (2) the lesser of 200% or two plus
         the lesser of such ADP or ACP. "Lesser" is
         substituted for "greater" in "(1)" above, and
         "greater" is substituted for "lesser" after "two plus
         the" in "(2)" if it would result in a larger
         Aggregate Limit.

11.103   AVERAGE CONTRIBUTION PERCENT AGE (ACP)
         Means the average of the Contribution Percentages of
         the Eligible Participants in a group.

11.104   CONTRIBUTING PARTICIPANT
         Means a Participant who has enrolled as a
         Contributing Participant pursuant to Section 11.201
         and on whose behalf the Employer is contributing
         Elective Deferrals to the Plan (or is making
         Nondeductible Employee Contributions).

11.105   CONTRIBUTION PERCENTAGE
         Means the ratio (expressed as a percentage) of the
         Participant's Contribution Percentage Amounts to the
         Participant's Compensation for the Plan Year (taking
         into account only the Compensation paid to the
         Employee during the portion of the Plan Year he or
         she was an eligible Participant, unless otherwise
         indicated in the Adoption Agreement).

11.106   CONTRIBUTION PERCENTAGE AMOUNTS
         Means the sum of the Nondeductible Employee
         Contributions, Matching Contributions, and Qualified
         Matching Contributions made under the Plan on behalf
         of the Participant for the Plan Year. Such
         Contribution Percentage-Amounts shall not include
         Matching Contributions that are forfeited either to
         correct Excess Aggregate Contributions or because the
         contributions to which they relate are Excess
         Deferrals, Excess Contributions, Excess Aggregate
         Contributions or excess annual additions which are
         distributed pursuant to Section 11.508. If so elected
         in the Adoption Agreement, the Employer may include
         Qualified Non-elective Contributions in the
         Contribution Percentage Amount. The Employer also may
         elect to use Elective Deferrals in the Contribution
         Percentage Amounts so long as the ADP test is met
         before the Elective Deferrals are used in the ACP
         test and continues to be met following the exclusion
         of those Elective Deferrals that are used to meet the
         ACP test.

11.107   ELECTIVE DEFERRALS
         Means any Employer Contributions made to the Plan at
         the election of the Participant, in lieu of cash
         compensation, and shall include contributions made
         pursuant to a salary reduction agreement or other
         deferral mechanism. With respect to any taxable year,
         a Participant's Elective Deferral is the sum of all
         Employer contributions made on behalf of such
         Participant pursuant to an election to defer under
         any qualified CODA as described in Section 401(k) of
         the Code, any simplified employee pension cash or
         deferred arrangement as described in Section
         402(h)(I)(B), any eligible deferred compensation plan
         under Section 457, any plan as described under
         Section 501 (c)(18), and any Employer contributions
         made on the behalf of a Participant for the purchase
         of an annuity contract under Section 403(b) pursuant
         to a salary reduction agreement Elective Deferrals
         shall not include any deferrals properly distributed
         as excess annual additions.

         No Participant shall be permitted to have Elective
         Deferrals made under this Plan, or any other
         qualified plan maintained by the Employer, during any
         taxable year, in excess of the dollar limitation
         contained in Section 402(g) of the Code in effect the
         beginning of such taxable year.

         Elective Deferrals may not be taken into account for
         purposes of satisfying the minimum allocation
         requirement applicable to Top-Heavy Plans described
         in Section 3.01 (E).

11.108   ELIGIBLE PARTICIPANT
         Means any Employee who is eligible to make a
         Nondeductible Employee Contribution or an Elective
         Deferral (if the Employer takes such contributions
         into account in the calculation of the

         Contribution Percentage), or to receive a Matching
         Contribution (including Forfeitures thereof) or a
         Qualified Matching Contribution.

         If a Nondeductible Employee Contribution is required
         as a condition of participation in the Plan, any
         Employee who would be a Participant in the Plan if
         such Employee made such a contribution shall be
         treated as an Eligible Participant on behalf of whom
         no Nondeductible Employee Contributions are made.

11.109   EXCESS AGGREGATE CONTRIBUTIONS Means, with respect to
         any Plan Year, the excess of

         A.  The aggregate Contribution Percentage Amounts
             taken into account in computing the numerator of
             the Contribution Percentage actually made on
             behalf of Highly Compensated Employees for such
             Plan Year, over

         B.  The maximum Contribution Percentage Amounts
             permitted by the ACP test (determined by reducing
             contributions made on behalf of Highly
             Compensated Employees in order of their
             Contribution Percentages beginning with the
             highest of such percentages).

             Such determination shall be made after first
             determining Excess Elective Deferrals pursuant to
             Section 11.111 and then determining Excess
             Contributions pursuant to Section 11.110.

11.110   EXCESS CONTRIBUTIONS
         Means, with respect to any Plan Year, the excess of

         A.  The aggregate amount of Employer Contributions
             actually taken into account in computing the ADP
             of Highly Compensated Employees for such Plan
             Year, over

         B.  The maximum amount of such contributions
             permitted by the ADP test (determined by reducing
             contributions made on behalf of Highly
             Compensated Employees in order of the ADPs,
             beginning with the highest of such percentages).

11.111   EXCESS ELECTIVE DEFERRALS
         Means those Elective Deferrals that are includible in
         a Participant's gross income under Section 402(g) of
         the Code to the extent such Participant's Elective
         Deferrals for a taxable year exceed the dollar
         limitation under such Code section. Excess Elective
         Deferrals shall be treated as annual additions under
         the Plan, unless such amounts are distributed no
         later than the first April 15 following the close of
         the Participant's taxable year.

11.112   MATCHING CONTRIBUTION
         Means an Employer Contribution made to this or any
         other defined contribution plan on behalf of a
         Participant on account of an Elective Deferral or a
         Nondeductible Employee Contribution made by such
         Participant under a plan maintained by the Employer.

         Matching Contributions may not be taken into account
         for purposes of satisfying the minimum allocation
         requirement applicable to Top-Heavy Plans described
         in Section 3.01 (E).

11.113   QUALIFIED NONELECTIVE CONTRIBUTIONS
         Means contributions (other than Matching
         Contributions or Qualified Matching Contributions)
         made by the Employer and allocated to Participants'
         Individual Accounts that the Participants may not
         elect to receive in cash until distributed from the
         Plan; that are nonforfeitable when made; and that are
         distributable only in accordance with the
         distribution provisions (that are applicable to
         Elective Deferrals and Qualified Matching
         Contributions.

         Qualified Nonelective Contribution may be taken into
         account for purposes of satisfying the minimum
         allocation requirement applicable to Top-Heavy Plans
         described in Section 3.01 (E).

11.114   QUALIFIED MATCHING CONTRIBUTIONS
         Means Matching Contributions which are subject (0 the
         distribution and nonforfeitability requirements under
         Section 401(k) of the Code when made.

11.115   QUALIFYING CONTRIBUTING PARTICIPANT
         Means a Contributing Participant who satisfies the
         requirements described in Section 11.302 to be
         entitled to receive a Matching Contribution (and
         Forfeitures, if applicable) for a Plan Year.

11.200   CONTRIBUTING PARTICIPANT

11.201   REQUIREMENTS TO ENROLL AS A CONTRIBUTING PARTICIPANT

         A.  Each Employee who satisfies the eligibility
             requirements specified in the Adoption Agreement
             may enroll as a Contributing Participant as of
             any subsequent Entry Date (or earlier if required
             by Section 2.03) specified in the Adoption
             Agreement for this purpose. A Participant who
             wishes to enroll as a Contributing Participant
             must complete, sign and file a salary reduction
             agreement (or agreement to make Nondeductible
             Employee Contributions) with the Plan
             Administrator.

         B.  Notwithstanding the times set forth in Section
             11.201 (A) as of which a Participant may enroll
             as a Contributing Participant, the Plan
             Administrator shall have the authority to
             designate, in a nondiscriminatory manner,
             additional enrollment times during the 12 month
             period beginning on the Effective Date (or the
             date that Elective Deferrals may commence, if
             later) in order that an orderly first enrollment
             might be completed. In addition, if the Employer
             has indicated in the Adoption Agreement that
             Elective Deferrals may be based on bonuses, then
             Participants shall be afforded a reasonable
             period of time prior to the issuance of such
             bonuses to elect to defer them into the Plan.

11.202   CHANGING ELECTIVE DEFERRAL AMOUNTS
         A Contributing Participant may modify his or her
         salary reduction agreement (or agreement to make
         Nondeductible Employee Contributions) to increase or
         decrease (within the limits placed on Elective
         Deferrals (or Nondeductible Employee Contributions)
         in the Adoption Agreement) the amount of his or her
         Compensation deferred into the Plan. Such
         modification may only be made as of the dates
         specified in the Adoption Agreement for this purpose,
         or as of any other more frequent date(s) if the Plan
         Administrator permits in a uniform and
         nondiscriminatory manner. A Contributing Participant
         who desires to make such a modification shall
         complete, sign and file a new salary reduction
         agreement (or agreement to make Nondeductible
         Employee Contribution) with the Plan Administrator.
         The Plan Administrator may prescribe such uniform and
         nondiscriminatory rules it deems appropriate to carry
         out the terms of this Section.

11.203   CEASING ELECTIVE DEFERRALS
         A Participant may cease Elective Deferrals (or
         Nondeductible Employee Contributions) and thus
         withdraw as a Contributing Participant as of the
         dates specified in the Adoption Agreement for this
         purpose (or as of any other date Plan Administrator
         so permits in a uniform and nondiscriminatory manner)
         by revoking the authorization to the Employer to make
         Elective Deferrals (or Nondeductible Employee
         Contributions) on his or her behalf. A Participant
         who desires to withdraw as a Contributing Participant
         shall give written notice of withdrawal to the Plan
         Administrator at least thirty days (or such lesser
         period of days as the Plan Administrator shall permit
         in a uniform and nondiscriminatory manner) before the
         effective date of withdrawal. A Participant shall
         cease to be a Contributing Participant upon his or
         her Termination of Employment, or an account of
         termination of the Plan.

11.204   RETURN AS A CONTRIBUTING PARTICIPANT AFTER
         CEASING ELECTIVE DEFERRALS
         A Participant who has withdrawn as a Contributing
         Participant under Section 11.203 (or because the
         Participant has taken a hardship withdrawal pursuant
         to Section 11.503) may not again become a
         Contributing Participant until the dates set forth in
         the Adoption Agreement for this purpose, unless the
         Plan Administrator, in a uniform and
         nondiscriminatory manner, permits withdrawing
         Participants to resume their status as Contributing
         Participants sooner.

11.205   CERTAIN ONE-TIME IRREVOCABLE ELECTIONS
         This Section 11.205 applies where the Employer has
         indicated in the Adoption Agreement that an Employee
         may make a one-time irrevocable election to have the
         Employer make contributions to the Plan on such
         Employee's behalf. In such event, an Employee may
         elect, upon the Employee's first becoming eligible to
         participate in the Plan, to have contributions equal
         to a specified amount or percentage of the Employee's
         Compensation (including no amount of Compensation)
         made by the Employer on the Employee's behalf to the
         Plan (and to any other plan of the Employer) for the
         duration of the Employee's employment with the
         Employer. Any contributions made pursuant to a
         one-time irrevocable election described in this
         Section are not treated as made pursuant to a cash or
         deferred election, are not Elective Deferrals and are
         not includible in an Employee's gross income.

         The Plan Administrator shall establish such uniform
         and nondiscriminatory procedures as it deems
         necessary or advise to administer this provision.

11.300   CONTRIBUTIONS

11.301   CONTRIBUTIONS BY EMPLOYER
         The Employer shall make contributions to the Plan in
         accordance with the contribution formulas specified
         in the Agreement.

11.302   MATCHING CONTRIBUTIONS
         The Employer may elect to make Matching Contributions
         under the Plan on behalf of Qualifying Contributing
         Participants as provided in the Adoption Agreement.
         To be a Qualifying Contributing Participant for a
         Plan Year, the Participant must make Elective
         Deferrals (or Nondeductible Employee Contributions,
         if the Employer has agreed to match such
         contributions) for the Plan Year, satisfy any age and
         Years of Eligibility Service requirements that are
         specified for Matching Contributions in the Adoption
         Agreement and also satisfy any additional conditions
         set forth in the Adoption Agreement for this purpose.
         In a uniform and nondiscriminatory manner, the
         Employer may make Matching Contributions at the same
         time as it contributes Elective Deferrals or at any
         other time as permitted by laws and regulations.

11.303   QUALIFIED NONELECTIVE CONTRIBUTIONS
         The Employer may elect to make Qualified Non-elective
         Contributions under the Plan on behalf of
         Participants as provided in the Adoption Agreement.

         In addition, in lieu of distributing Excess
         Contributions a, provided in Section 11.505 of the
         Plan, or Excess Aggregate Contributions as provided
         in Section 11.506 of the Plan, and to the extent
         elected by the Employer in the Adoption Agreement,
         the Employer may make Qualified Non-elective
         Contributions on behalf of Participants who are not
         Highly Compensated Employees that are sufficient to
         satisfy either the Actual Deferral Percentage test or
         the Average Contribution Percentage test, or both,
         pursuant to regulations under the Code.

11.304   QUALIFIED MATCHING CONTRIBUTIONS
         The Employer may elect to make Qualified Matching
         Contributions under the Plan on behalf of
         Participants as provided in the Adoption Agreement.

11.305   NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS
         Notwithstanding Section 3.02, if the Employer so
         allows in the Adoption Agreement, a Participant may
         contribute Nondeductible Employee Contributions to
         the Plan.

         If the Employer has indicated in the Adoption
         Agreement that Nondeductible Employee Contributions
         will be mandatory, then the Employer shall establish
         uniform and nondiscriminatory rules and procedures
         for Nondeductible Employee Contributions as it deems
         necessary and advisable including, but not limited
         to, rules describing in amounts or percentages of
         Compensation Participants may or must contribute to
         the Plan.

         A separate account will be maintained by the Plan
         Administrator for the Nondeductible Employee
         Contributions for each Participant.

         A Participant may, upon a written request submitted
         to the Plan Administrator, withdraw the lesser of the
         portion of his or her Individual Account attributable
         to his or her Nondeductible Employee Contributions or
         the amount he or she contributed as Nondeductible
         Employee Contributions.

         Nondeductible Employee Contributions and earnings
         thereon will be nonforfeitable at all times. No
         forfeiture will occur solely as a result of an
         Employee's withdrawal of Nondeductible Employee
         Contributions.

11.400   NONDISCRIMINATION TESTING

11.401   ACTUAL DEFERRAL PERCENT AGE TEST (ADP)

         A.  Limits on Highly Compensated Employees -The
             Actual Deferral Percentage (hereinafter "ADP")
             for Participants who are Highly Compensated
             Employees for each Plan Year and the ADP for
             Participants who are not Highly Compensated
             Employees for the same Plan Year must satisfy one
             of the following tests:

             1.   The ADP for Participants who are Highly
                  Compensated Employees for the Plan Year
                  shall not exceed the ADP for Participants
                  who are not Highly Compensated Employees

                  for the same Plan Year multiplied by 1.25;
                  or

             2.   The ADP for Participants who are Highly
                  Compensated Employees for the Plan Year
                  shall not exceed the ADP for Participants
                  who are not Highly Compensated Employees for
                  the same Plan Year multiplied by 2.0
                  provided that the ADP for Participants who
                  are Highly Compensated Employees does not
                  exceed the ADP for Participants who are not
                  Highly Compensated Employees by more than 2
                  percentage points.

         B.  Special Rules

             1.   The ADP for any Participant who is a Highly
                  Compensated Employee for the Plan Year and
                  who is eligible to have Elective Deferrals
                  (and Qualified Non-elective Contributions or
                  Qualified Matching Contributions, or both,
                  if treated as Elective Deferrals for
                  purposes of the ADP test) allocated to his
                  or her Individual Accounts under two or more
                  arrangements described in Section 401(k) of
                  the Code, that are maintained by the
                  Employer, shall be determined as if such
                  Elective Deferrals (and, if applicable, such
                  Qualified Non-elective Contributions or
                  Qualified Matching Contributions, or both)
                  were made under a single arrangement. If a
                  Highly Compensated Employee participates in
                  two or more cash or deferred arrangements
                  that have different Plan Years, all cash or
                  deferred arrangements ending with or within
                  the same calendar year shall be treated as a
                  single arrangement. Notwithstanding the
                  foregoing, certain plans shall be treated as
                  separate if mandatorily disaggregated under
                  regulations under Section 401 (k) of the
                  Code.

             2.   In the event that this Plan satisfies the
                  requirements of Sections 401 (k), 401
                  (a)(4), or 410(b) of the Code only if
                  aggregated with one or more other plans, or
                  if one or more other plans satisfy the
                  requirements of such sections of the Code
                  only if aggregated with this Plan, then this
                  Section 11.401 shall be applied by
                  determining the ADP of Employees as if all
                  such plans were a single plan. For Plan
                  Years beginning after December 31, 1989,
                  plans may be aggregated in order to satisfy
                  Section 401 (k) of the Code only if they
                  have the same Plan Year.

             3.   For purposes of determining the ADP of a
                  Participant who is a 5% owner or one of the
                  10 most highly paid Highly Compensated
                  Employees, the Elective Deferrals (and
                  Qualified Non-elective Contributions or
                  Qualified Matching Contributions, or both,
                  if treated as Elective Deferrals for
                  purposes of the ADP test) and Compensation
                  of such Participant shall include the
                  Elective Deferrals (and, if applicable,
                  Qualified Non-elective Contributions and
                  Qualified Matching Contributions, or both)
                  and Compensation for the Plan Year of family
                  members (as defined in Section 414(q)(6) of
                  the Code). Family members, with respect to
                  such Highly Compensated Employees, shall be
                  disregarded as separate Employees in
                  determining the ADP both for Participants
                  who are not Highly Compensated Employees and
                  for Participants who are Highly Compensated
                  Employees.

             4.   For purposes of determining the ADP test,
                  Elective Deferrals, Qualified Non-elective
                  Contributions and Qualified Matching
                  Contributions must be made before the last
                  day of the l2 month period immediately
                  following the Plan Year to which
                  contributions relate.

             5.   The Employer shall maintain records
                  sufficient to demonstrate satisfaction of
                  the ADP test and the amount of Qualified
                  Non-elective Contributions or Qualified
                  Matching Contributions, or both, used in
                  such test.

             6.   The determination and treatment of the ADP
                  amounts of any Participant shall satisfy
                  such other requirements as may be prescribed
                  by the Secretary of the Treasury.

             7.   If the Employer elects to take Qualified
                  Matching Contributions into account as
                  Elective Deferrals for purpose of the ADP
                  test, then (subject to such other
                  requirements as may be prescribed by the
                  Secretary of the Treasury) unless otherwise
                  indicated in the Adoption Agreement, only
                  the amount of such Qualified Matching
                  Contributions that are needed to meet the
                  ADP test shall be taken into account.

             8.   In the event that the Plan Administrator
                  determines that it is not likely that the
                  ADP test will be satisfied for a particular
                  Plan Year unless certain steps are taken
                  prior to the end of such Plan Year, the Plan
                  Administrator may require Contributing
                  Participants who are Highly Compensated
                  Employees to reduce their Elective Deferrals
                  for such Plan Year in order to satisfy that
                  requirement Said reduction shall also be
                  required by the Plan Administrator in the
                  event that the Plan Administrator
                  anticipates that the Employer will

                  not be able to deduct all Employer
                  Contributions from its income for Federal
                  income tax purposes.

11.402   LIMITS ON NONDEDUCTIBLE EMPLOYEE CONTRIBUTIONS AND
         MATCHING CONTRIBUTIONS

         A.  Limits on Highly Compensated Employees -The
             Average Contribution Percentage (hereinafter
             "ACP") for Participants who are Highly
             Compensated Employees for each Plan Year and the
             ACP for Participants who are not Highly
             Compensated Employees for the same Plan Year must
             satisfy one of the following tests.

             1.   The ACP for Participants who are Highly
                  Compensated Employees for the Plan Year
                  shall not exceed the ACP for Participants
                  who are not Highly Compensated Employees for
                  the same Plan Year multiplied by 1.25; or

             2.   The ACP for Participants who are Highly
                  Compensated Employees for the Plan Year
                  shall not exceed the ACP for Participants
                  who are not Highly Compensated Employees
                  for the same Plan Year multiplied by 2,
                  provided that the ACP for the Participants
                  who are Highly Compensated Employees does
                  not exceed the ACP for Participants who are
                  not Highly Compensated Employees by more
                  than 2 percentage points.

         B.  Special Rules

             1.   Multiple Use -If one or more Highly
                  Compensated Employees participate in both a
                  CODA and a plan subject to the ACP test
                  maintained by the Employer and the sum of
                  the ADP and ACP of those Highly Compensated
                  Employees subject to either or both tests
                  exceeds the Aggregate Limit, then, as
                  elected in the Adoption Agreement, the ACP
                  or the ADP of those Highly Compensated
                  Employees who also participate in a CODA
                  will be reduced (beginning with such Highly
                  Compensated Employee whose ACP (or ADP, if
                  elected) is the highest) so that the limit
                  is not exceeded. The amount by which each
                  Highly Compensated Employee's Contribution
                  Percentage Amounts (or ADP, if elected) is
                  reduced shall be treated as an Excess
                  Aggregate Contribution (or Excess
                  Contribution, if elected). The ADP and ACP
                  of the Highly Compensated Employees are
                  determined after any corrections required to
                  meet the ADP and ACP tests. Multiple use
                  does not occur if the ADP and ACP of the
                  Highly Compensated Employees does not exceed
                  1.25 multiplied by the ADP and ACP of the
                  Participants who are not Highly Compensated
                  Employees.

             2.   For purposes of this Section 11.402, the
                  Contribution Percentage for any Participant
                  who is a Highly Compensated Employee and who
                  is eligible to have Contribution Percentage
                  amounts allocated to his or her Individual
                  Account under two or more plans described in
                  Section 401 (a) of the Code, or arrangements
                  described in Section 401 (k) of the Code
                  that are maintained by the Employer, shall
                  be determined as if the total of such
                  Contribution Percentage Amounts was made
                  under each plan. If a Highly Compensated
                  Employee participates in two or more cash or
                  deferred arrangements that have different
                  plan years, all cash or deferred
                  arrangements ending with or within the same
                  calendar year shall be treated as a single
                  arrangement. Notwithstanding the foregoing,
                  certain plans shall be treated as separate
                  if mandatorily disaggregated under
                  regulations under Section 401 (m) of the
                  Code.

             3.   In the event that this Plan satisfies the
                  requirements of Sections 401 (m), 401(a)(4)
                  or 410(b) of the Code only if aggregated
                  with one or more other plans, or if one or
                  more other plans satisfy the requirements of
                  such Sections of the Code only if aggregated
                  with this Plan, then this Section shall be
                  applied by determining the Contribution
                  Percentage of Employees as if all such plans
                  were a single plan. For Plan Years beginning
                  after December 31, 1989, plans may be
                  aggregated in order to satisfy Section 401
                  (m) of the Code only if they have the same
                  Plan Year.

             4.   For purposes of determining the Contribution
                  Percentage of a Participant who is a 5%
                  owner or one of the 10 most highly paid
                  Highly Compensated Employees, the
                  Contribution Percentage Amounts and
                  Compensation of such Participant shall
                  include the Contribution Percentage Amounts
                  and Compensation for the Plan Year of family
                  members, (as defined in Section 414(q)(6) of
                  the Code). Family members, with respect to
                  Highly Compensated Employees, shall be
                  disregarded as separate Employees in
                  determining the Contribution Percentage both
                  for Participants who are not Highly

                  Compensated Employees and for Participants
                  who are Highly Compensated Employees.

             5.   For purposes of determining the Contribution
                  Percentage test, Nondeductible Employee
                  Contributions are considered to have been
                  made in the Plan Year in which contributed
                  to the Fund Matching Contributions and
                  Qualified Non-elective Contributions will be
                  considered made for a Plan Year if made no
                  later than the end of the 12 month period
                  beginning on the day after the close of the
                  Plan Year.

             6.   The Employer shall maintain records
                  sufficient to demonstrate satisfaction of
                  the ACP test and the amount of Qualified
                  Non-elective Contributions or Qualified
                  Matching Contributions, or both, used in
                  such test.

             7.   The determination and treatment of the
                  Contribution Percentage of any Participant
                  shall satisfy such other requirements as may
                  be prescribed by the Secretary of the
                  Treasury.

             8.   If the Employer elects to take Qualified
                  Non-elective Contributions into account as
                  Contribution Percentage Amounts for purposes
                  of the ACP test, then (subject to such other
                  requirements as may be prescribed by the
                  Secretary of the Treasury) unless otherwise
                  indicated in the Adoption Agreement, only
                  the amount of such Qualified Non-elective
                  Contributions that are needed to meet the
                  ACP test shall be taken into account.

             9.   If the Employer elects to take Elective
                  Deferrals into account as Contribution
                  Percentage Amounts for purposes of the ACP
                  test, then (subject to such other
                  requirements as may be prescribed by the
                  Secretary of the Treasury) unless otherwise
                  indicated in the Adoption Agreement, only
                  the amount of such Elective Deferrals that
                  are needed to meet the ACP test shall be
                  taken into account.

11.500   DISTRIBUTION PROVISIONS

11.501   GENERAL RULE
         Distributions from the Plan are subject to the
         provisions of Section 6 and the provisions of this
         Section 11. In the event of a conflict between the
         provisions of Section 6 and Section 11, the
         provisions of Section 11 shall control.

11.502   DISTRIBUTION REQUIREMENTS
         Elective Deferrals, Qualified Non-elective
         Contributions, and Qualified Matching Contributions,
         and income allocable to each are not distributable to
         a Participant or his or her Beneficiary or
         Beneficiaries, in accordance with such Participant's
         or Beneficiary or Beneficiaries' election, earlier
         than upon separation from service, death or
         disability.

         Such amounts may also be distributed upon:

         A.  Termination of the Plan without the establishment
             of another defined contribution plan, other than
             an employee stock ownership plan (as defined in
             Section 4975(e) or Section 409 of the Code) or a
             simplified employee pension plan as defined in
             Section 408(k).

         B.  The disposition by a corporation to an unrelated
             corporation of substantially all of the assets
             (within the meaning of Section 409(d)(2) of the
             Code) used in a trade or business of such
             corporation if such corporation continues to
             maintain this Plan after the disposition, but
             only with respect to Employees who continue
             employment with the corporation acquiring such
             assets.

         C.  The disposition by a corporation to an unrelated
             entity of such corporation's interest in a
             subsidiary (within the meaning of Section
             409(d)(3) of the Code) if such corporation
             continues to maintain this Plan, but only with
             respect to Employees who continue employment with
             such subsidiary.

         D.  The attainment of age 59 1/2 in the case of a
             profit sharing plan.

         E.  If the Employer has so elected in the Adoption
             Agreement, the hardship of the Participant as
             described in Section 11.503.

             All distributions that may be made pursuant to
             one or more of the foregoing distributable events
             are subject to the spousal and Participant
             consent requirements (if applicable) contained in
             Section 401(a)(11) and 417 of the Code. In
             addition, distributions after March 31, 1988,
             that

                  are triggered by any of the first three
                  events enumerated above must be made in a
                  lump sum.

11.503   HARDSHIP DISTRIBUTION

         A.  General -If the Employer has so elected in the
             Adoption Agreement, distribution of Elective
             Deferrals (and any earnings credited to a
             Participant's account as of the end of the last
             Plan Year, ending before July 1, 1989) may be
             made to a Participant in the event of hardship.
             For the purposes of this Section, hardship is
             defined as an immediate and heavy financial need
             of the Employee where such Employee lacks other
             available resources. Hardship distributions are
             subject to the spousal consent requirements
             contained in Sections 401 (a)(11) and 417 of the
             Code.

         B.  Special Rules

             1.   The following are the only financial needs
                  considered immediate and heavy: expenses
                  incurred or necessary for medical care,
                  described in Section 213(d) of the Code, of
                  the Employee, the Employee's spouse or
                  dependents; the purchase (excluding mortgage
                  payments) of a principal residence for the
                  Employee; payment of tuition and related
                  educational fees for the next 12 months of
                  post-secondary education for the Employee,
                  the Employee's spouse, children or
                  dependents; or the need to prevent the
                  eviction of the Employee from, or a
                  foreclosure on the mortgage of, the
                  Employee's principal residence.

             2.   A distribution will be considered as
                  necessary to satisfy an immediate and heavy
                  financial need of the Employee only if:

                  a.  The Employee has obtained all
                      distributions, other than hardship
                      distributions, and all nontaxable loans
                      under all plans maintained by the
                      Employer;

                  b.  All plans maintained by the Employer
                      provide that the Employee's Elective
                      Deferrals (and Nondeductible Employee
                      Contributions) will be suspended for 12
                      months after the receipt of the hardship
                      distribution;

                  c.  The distribution is not in excess of the
                      amount of an immediate and heavy
                      financial need (including amounts
                      necessary to pay any Federal, state or
                      local income taxes or penalties
                      reasonably anticipated to result from
                      the distribution); and

                  d.  All plans maintained by the Employer
                      provide that the Employee may not make
                      Elective Deferrals for the Employee's
                      taxable year immediately following the
                      taxable year of the hardship
                      distribution in excess of the applicable
                      limit under Section 402(g) of the Code
                      for such taxable year less the amount of
                      such Employee's Elective Deferrals for
                      the taxable year of the hardship
                      distribution.

11.504   DISTRIBUTION OF EXCESS ELECTIVE DEFERRALS

         A.  General Rule -A Participant may assign to this
             Plan any Excess Elective Deferrals made during a
             taxable year of the Participant by notifying the
             Plan Administrator on or before the date
             specified in the Adoption Agreement of the amount
             of the Excess Elective Deferrals to be assigned
             to the Plan. A Participant is deemed to notify
             the Plan Administrator of any Excess) Elective
             Deferrals that arise by taking into account only
             those Elective Deferrals made to this Plan and
             any other plans of the Employer.

             Notwithstanding any other provision of the Plan,
             Excess Elective Deferrals, plus any income and
             minus any loss allocable thereto, shall be
             distributed no later than April 15 to any
             Participant to whose Individual Account Excess
             Elective Deferrals were assigned for the
             preceding year and who claims Excess Elective
             Deferrals for such taxable year.

         B.  Determinations of Income or Loss -Excess Elective
             Deferrals shall be adjusted for any income or
             loss up to the date of distribution. The income
             or loss allocable to Excess Elective Deferrals is
             the sum of: (1) income or loss allocable to the
             Participant's Elective Deferral account for the
             taxable year multiplied by a fraction, the
             numerator of which is such Participant's Elective
             Deferrals for the year and the denominator is the
             Participant's Individual Account balance
             attributable to Elective Deferrals without regard
             to any income or loss occurring during such
             taxable year; and (2) 10% of the amount
             determined under (1) multiplied by the number of
             whole calendar months between the end of the
             Participant's taxable year and the date of
             distribution, counting the month of distribution
             if distribution occurs after the 15th of such

                  month. Notwithstanding the preceding
                  sentence, the Plan Administrator may compute
                  the income or loss allocable to Excess
                  Elective Deferrals in the manner described
                  in Section 4 (i.e., the usual manner used by
                  the Plan for allocating income or loss to
                  Participant's Individual Accounts), provided
                  such method is used consistently for all
                  Participants and for all corrective
                  distributions under the Plan for the Plan
                  Year.

11.505   DISTRIBUTION OF EXCESS CONTRIBUTIONS

         A.  General Rule -Notwithstanding any other provision
             of this Plan, Excess Contributions, plus any
             income and minus any loss allocable thereto,
             shall be distributed no later than the last day
             of each Plan Year to Participants to whose
             Individual Accounts such Excess Contributions
             were allocated for the preceding Plan Year. If
             such excess amounts are distributed more than 2
             1/2 months after the last day of the Plan Year in
             which such excess amounts arose, a 10% excise tax
             will be imposed on the Employer maintaining the
             Plan with respect to such amounts. Such
             distributions shall be made to Highly Compensated
             Employees on the basis of the respective portions
             of the Excess Contributions attributable to each
             of such Employees. Excess Contributions of
             Participants who are subject to the family member
             aggregation rules shall be allocated among the
             family members in proportion to the Elective
             Deferrals (and amounts treated as Elective
             Deferrals) of each family member that is combined
             to determine the combined ADP.

             Excess Contributions (including the amounts
             re-characterized) shall be treated as annual
             additions under the Plan.

         B.  Determination of Income or Loss -Excess
             Contributions shall be adjusted for any income or
             loss up to the date of distribution. The income
             or loss allocable to Excess Contributions is the
             sum of (1) income or loss allocable to
             Participant's Elective Deferral account (and, if
             applicable, the Qualified Non-elective
             Contribution account or the Qualified Matching
             Contributions account or both) for the Plan Year
             multiplied by a fraction, the numerator of which
             is such Participant's Excess Contributions for
             the year and the denominator is the Participant's
             Individual Account balance attributable to
             Elective Deferrals (and Qualified Non-elective
             Contributions or Qualified Matching
             Contributions, or both, if any of such
             contributions are included in the ADP test)
             without regard to any income or loss occurring
             during such Plan Year; and (2) 10% of the amount
             determined under (1) multiplied by the number of
             whole calendar months between the end of the Plan
             Year and the date of distribution, counting the
             month of distribution if distribution occurs
             after the 15th of such month. Notwithstanding the
             preceding sentence, the Plan Administrator may
             compute the income or loss allocable to Excess
             Contributions in the manner described in Section
             4 (i.e, the usual manner used by the Plan for
             allocating income or loss to Participants'
             Individual Accounts), provided such method is
             used consistently for all Participants and for
             all corrective distributions under the Plan for
             the Plan Year.

         C.  Accounting for Excess Contributions -Excess
             Contributions shall be distributed from the
             Participant's Elective Deferral account and
             Qualified Matching Contribution account (if
             applicable) in proportion to the Participant's
             Elective Deferrals and Qualified Matching
             Contributions (to the extent used in the ADP
             test) for the Plan Year, Excess Contributions
             shall be distributed from the Participant's
             Qualified Non-elective Contribution account only
             to the extent that such Excess Contributions
             exceed the balance in the Participant's Elective
             Deferral account and Qualified Matching
             Contribution account.

11.506   DISTRIBUTION OF EXCESS AGGREGATE CONTRIBUTIONS

         A.  General Rule -Notwithstanding any other provision
             of this Plan, Excess Aggregate Contributions,
             plus any income and minus any loss allocable
             thereto, shall be forfeited, if forfeitable, or
             if not forfeitable, distributed no later than the
             last day of each Plan Year to Participants to
             whose accounts such Excess Aggregate
             Contributions were allocated for the preceding
             Plan Year. Excess Aggregate Contributions of
             Participants who are subject to the family member
             aggregation rules shall be allocated among the
             family members in proportion to the Employee and
             Matching Contributions (or amounts treated as
             Matching Contributions) of each family member
             that is combined to determine the combined ACP.
             If such Excess Aggregate Contributions are
             distributed more than 2 1/2 months after the last
             day of the Plan Year in which such excess amounts
             arose, a 10% excise tax will be imposed on the
             Employer maintaining the Plan with respect to
             those amounts.

             Excess Aggregate Contributions shall be treated
             as annual additions under the Plan.

         B.  Determination of Income or Loss -Excess Aggregate
             Contributions shall be adjusted for any income or
             loss up to the date of distribution. The income
             or loss allocable to Excess Aggregate
             Contributions is the sum of: (1) income or loss
             allocable to the Participant's Nondeductible
             Employee Contribution account, Matching
             Contribution account (if any, and if all amounts
             therein are not used in the ADP test) and, if
             applicable, Qualified Non-elective Contribution
             account and Elective Deferral account for the
             Plan Year multiplied by a fraction, the numerator
             of which is such Participant's Excess Aggregate
             Contributions for the year and the denominator is
             the Participant's Individual Account balance(s)
             attributable to Contribution Percentage Amounts
             without regard to any income or loss occurring
             during such Plan Year; and (2) 10% of the amount
             determined under (1) multiplied by the number of
             whole calendar months between the end of the Plan
             Year and the date of distribution, counting the
             month of distribution if distribution occurs
             after the 15th of such month. Notwithstanding the
             preceding sentence, the Plan Administrator may
             compute the income or loss allocable to Excess
             Aggregate Contributions in the manner described
             in Section 4 (i.e., the usual manner used by the
             Plan for allocating income or loss to
             Participants' Individual Accounts), provided such
             method is used consistently for all Participants
             and for all corrective distributions under the
             Plan for the Plan Year.

         C.  Forfeitures of Excess Aggregate Contributions
             -Forfeitures of Excess Aggregate Contributions
             may either be reallocated to the accounts of
             Contributing Participants who are not Highly
             Compensated Employees or applied to reduce
             Employer Contributions, as elected by the
             Employer in the Adoption Agreement.

         D.  Accounting for Excess Aggregate Contributions
             -Excess Aggregate Contributions shall be
             forfeited, if forfeitable or distributed on a pro
             rata basis from the Participant's Nondeductible
             Employee Contribution account, Matching
             Contribution account, and Qualified Matching
             Contribution account (and, if applicable, the
             Participant's Qualified Non-elective Contribution
             account or Elective Deferral account, or both).

11.507   RECHARACTERIZATION
         A Participant may treat his or her Excess
         Contributions as an amount distributed to the
         Participant and then contributed by the Participant
         to the Plan. Recharacterized amounts will remain
         nonforfeitable and subject to the same distribution
         requirements as Elective Deferrals. Amounts may not
         be recharacterized by a Highly Compensated Employee
         to the extent that such amount in combination with
         other Nondeductible Employee Contributions made by
         that Employee would exceed any stated limit under the
         Plan on Nondeductible Employee Contributions.

         Recharacterization must occur no later than two and
         one-half months after the last day of the Plan Year
         in which such Excess Contributions arose and is
         deemed to occur no earlier than the date the last
         Highly Compensated Employee is informed in writing of
         the amount recharacterized and the consequences
         thereof. Recharacterized amounts will be taxed to the
         Participant for the Participant's tax year in which
         the Participant would have received them in cash.

11.508   DISTRIBUTION OF ELECTIVE DEFERRALS IF EXCESS ANNUAL
         ADDITIONS
         Notwithstanding any other provision of the Plan, a
         Participant's Elective Deferrals shall be distributed
         to him or her to the extent that the distribution
         will reduce an excess annual addition (as that term
         is described in Section 305 of the Plan).

11.600   VESTING

11.601   100% VESTING ON CERTAIN CONTRIBUTIONS
         The Participant's accrued benefit derived from
         Elective Deferrals, Qualified Non-elective
         Contributions, Nondeductible Employee Contributions,
         and Qualified Matching Contributions is
         nonforfeitable. Separate accounts for Elective
         Deferrals, Qualified Non-elective Contributions,
         Nondeductible Employee Contributions, Matching
         Contributions, and Qualified Matching Contributions
         will be maintained for each Participant. Each account
         will be credited with the applicable contributions
         and earnings thereon.

11.602   FORFEITURES AND VESTING OF MATCHING CONTRIBUTIONS
         Matching Contributions shall be Vested in accordance
         with the vesting schedule for Matching Contributions
         in the Adoption Agreement. In any event, Matching
         Contributions shall be fully Vested at Normal
         Retirement Age, upon the complete or partial
         termination of the profit sharing plan, or upon the
         complete discontinuance of Employer Contributions.
         Notwithstanding any other provisions of the Plan,
         Matching Contributions or Qualified Matching
         Contributions must be

         forfeited if the contributions to which they relate
         are Excess Elective Deferrals, Excess Contributions:
         Excess Aggregate Contributions or excess annual
         additions which are distributed pursuant to Section
         11.508. Such Forfeitures shall be allocated in
         accordance with Section 3.01(C).

         When a Participant incurs a Termination of
         Employment, whether a Forfeiture arises with respect
         to Matching Contributions shall be determined in
         accordance with Section 6.01(D).

 
EXHIBIT 10.12
COMPREHENSIVE NONSTANDARDIZED SAFE HARBOR 401(k) PROFIT SHARING PLAN

ADOPTION AGREEMENT                                                   PaineWebber

SECTION 1         EMPLOYER INFORMATION

Name of employer           CONNECTICUT WATER COMPANY
Address                    93 WEST MAIN STREET
City, State, Zip           CLINTON, CT   06413
Telephone                  860-669-8630
Employer's Federal
  Tax ID Number            06-0713930
Type of Business           C CORPORATION

[ ] Check here if Related Employers may participate in this Plan and attach a Related Employer Participation Agreement for each Related Employer who will participate in this Plan.
Business Code _____
Name of Plan SAVINGS PLAN OF THE CONNECTICUT WATER COMPANY
Name of Trust (if different from Plan name) ____________________________
Plan Sequence Number 003 (Enter 001 if this is the first qualified plan the Employer has ever maintained, enter 002 if it is the second, etc.)
Trust Identification Number (if applicable) ___ Account Number (optional) ___
SECTION 2. EFFECTIVE DATES (COMPLETE PARTS A & B)

Part A.           General Effective Dates (check and complete Option 1 or 2):

         Option 1:         ___ This is the initial adoption of a profit sharing
                           plan by the Employer. The effective date of this Plan
                           is _____.

         Option 2:         _X_ This is an amendment and restatement of an
                           existing profit sharing plan (a Prior Plan). The
                           Prior Plan was initially effective on 1/1/1985. The
                           effective date of this amendment and restatement is
                           10/1/2000.

Part B.           Specific Effective Dates:
                  The provisions of the Plan will generally be effective as of
                  the Effective Date specified in Section 2, Part A. However,
                  the following provisions will be effective on the dates
                  indicated below. (Specify effective date only if later than
                  the general Effective Date described in Section 2, Part A):

                           Provision                              Effective Date
                  1.  Commencement of Elective Deferrals*
                  2.  Matching Contributions (Section 7)
                  3.  Qualified Nonelective Contributions
                      (Section 8)
                  4.  Qualified Matching Contributions
                      (Section 9)
                  5.  In-Service Withdrawals
                      (Section 15, Part A, Item 6)
                  6.  Hardship Withdrawals of Elective Deferrals
                      (Section 15, Part A, Item 5)
                  7.  Hardship Withdrawals
                      (Section 15, Part A, Item 8)
                  8.  Loans (Section 17, Item A)
                  9.  Participant Direction of Investments
                      (Section 18)
                  * Note: Elective Deferrals may commence no earlier than the
                  date this Adoption Agreement is signed because Elective
                  Deferrals cannot be made retroactively.

SECTION 3. RELEVANT TIME PERIODS (COMPLETE PARTS A THROUGH D)
Part A. Employer's Fiscal Year:
The Employer's fiscal year (specify month and date): 12-31 Part B. Plan Year Means:
Option 1: ___ The 12-consecutive month period which coincides with the Employer's fiscal year.
Option 2: _X_The calendar year.
Option 3:
___Other (specify) _____________________________________________ Note: If no option is selected, Option 1 will be deemed to be selected. If the initial Plan Year is less than 12 months (a short Plan Year) specify such Plan Year's beginning and ending dates.
Part C. Limitation Year Means:

Option 1:       ___ The Plan Year
Option 2:       _X_ The calendar year.
Option 3:       ___  Other (specify) ________________________________

Note: If no option is selected, Option 1 will be deemed to be selected.
Part D. Measuring Period for Vesting:
Years of Vesting Service shall be measured over the following 12-consecutive month period:

Option 1:        ___ The Plan Year
Option 2: _X_The 12-consecutive month period commencing with the
          Employee's Employment Commencement Date and each successive
          12-month period commencing on the anniversaries of the
          Employee's Employment Commencement Date. Option 3:
          ___ Other (specify) _________________________________ Note:
          If no option is selected, Option 1 will be deemed to be
          selected.

SECTION 4. ELIGIBILITY REQUIREMENTS (COMPLETE PARTS A THROUGH G)
Part A. Years of Eligibility Service Requirement:
1. Elective Deferrals. An Employee will be eligible to become a Contributing Participant in the Plan (and thus be eligible to make Elective Deferrals) after completing .5 (enter 0, 1, or any fraction less than 1) Years of Eligibility Service.
2. Matching Contributions.
If Matching Contributions (or Qualified Matching Contributions, if applicable) will be made to the Plan, a Contribution Participant will be eligible to receive Matching Contributions (or Qualified Matching Contributions, if applicable) after completing .5 (enter 0, 1, 2 or any fraction less than 2) Years of Eligibility Service.
3. Employer Profit Sharing Contributions. An Employee will be eligible to become a Participant in the Plan for the purposes of receiving an allocation of any Employer Profit Sharing Contribution made pursuant to Section 11 of the Adoption Agreement after completing .5 (enter 0, 1, 2 or any fraction less than 2) Years of Eligibility Service.
Note: If more than 1 year is selected for Item 2 or 3, the immediate 100% vesting schedule of Section 13 will automatically apply for contributions described in such item. If any item is left blank, the Years of Eligibility Service required for such item will be deemed to be 0. If a fraction is selected, an Employee will not be required to complete any specified number of Hours of Service to receive credit for a fractional year. If a single Entry Date is selected in Section 4, Part G for an item, the Years of Eligibility Service required for such item cannot exceed 1.5 (.5 for Elective Deferrals).
Part B. Age Requirement:
1. Elective Deferrals. An Employee will be eligible to become a Contributing Participant (and thus be eligible to make Elective Deferrals) after attaining age ___ (no more than 21).
2. Matching Contributions.
If Matching Contributions (or Qualified Matching Contributions, if applicable) will be made to the Plan, a Contributing Participant will be eligible to receive Matching Contributions (or Qualified Matching Contributions, if applicable) after attaining age __ (no more than 21).
3. Employer Profit Sharing Contributions. An Employee will be eligible to become a Participant in the Plan for purposes of receiving an allocation of any Employer Profit Sharing Contribution made pursuant to Section 11 of the Adoption Agreement after attaining age ___ (no more than 21).
Note: If any of the above items in this Section 4, Part B is left blank, it will be deemed there is not age requirement for such item. If a single Entry Date is selected in Section 4, Part G for an item, no age requirement can exceed 20.5 for such item.
Part C. Employees Employed as of Effective Date:
1. Elective Deferrals. Will all Employees employed as of the date that Elective Deferrals may commence as specified in Section 2, Part B who have not otherwise met the Years of Eligibility Service and age requirements specified above for Elective Deferrals be considered to have met those requirements as of the Elective Deferral commencement date?
___ Yes _X_ No
2. Matching Contribution.
If Matching Contributions (or Qualified Matching Contributions, if applicable) will be made to the Plan, will all Employee employed as of the date that Elective Deferrals may commence as specified in Section 2, Part B who have not otherwise met the Years of Eligibility Service and age requirements specified above for Matching Contributions be considered to have met those requirements as of the Elective Deferral commencement date?
___ Yes _X_ No
3. Employer Profit Sharing Contributions. Will all Employees employed as of the Effective Date of this Plan who have not otherwise met the Years of Eligibility Service and age requirements specified above for Employer Profit Sharing Contributions be considered to be met those requirements as of the Effective Date?
___ Yes _X_ No
Note: If a box is not checked for any item in this Section 4, Part C, "No" will be deemed to be selected for that item.
Part D. Exclusion of Certain Classes of Employees:
1. Elective Deferrals. All Employees will be eligible to become Contributing Participants (and thus eligible to make Elective Deferrals except:
a. ___ Those Employees included in a unit of Employees covered by a collective bargaining agreement between the Employer and Employee representatives, if retirement benefits were the subject of good faith bargaining and if two percent or less of the Employees who are covered pursuant to that agreement are professionals as defined in Section 1.410(b)-9 of the regulations. For this purpose, the term "employee representatives" does not include any organization more than half of whose members are Employee who are owners, officers, or executives of the Employer.
b. ___ Those Employees who are non-resident aliens (within the meaning of Section 7701(b)(1)(B) of the Code) and who received no earned income (within the meaning of Section 911(d)(2) of the Code) from the Employer which constitutes income from sources within the United States (within the meaning of
Section 861(a)(3) of the Code).
c. _X_ Those Employees of a Related Employer that has not executed a Related Employer Participation Agreement.
d. ___ Other (Define) ______________________________________
2. Matching Contributions. All Contributing Participants will be eligible of receive Matching Contributions (or Qualified Matching Contributions) if applicable, except:
a. ___ Those Employees included in a unit of Employees covered by a collective bargaining agreement between the Employer and Employee representatives, if retirement benefits were the subject of good faith bargaining and if two percent or less of the Employees who are covered pursuant to that agreement are professionals as defined in Section 1.410(b)-9 of the regulations. For this purpose, the term "employee representatives" does not include any organization more than half of whose members are Employees who are owners, officers, or executives of the Employer.
b. ___ Those Employees who are non-resident aliens (within the meaning of Section 7701(b)(1)(B) of the Code) and who received no earned income (within the meaning of Section 911(d)(2) of the Code) from the Employer which constitutes income from sources within the United States (within the meaning of
Section 861(a)(3) of the Code).
c. _X_ Those Employees of a Related Employer that has not executed a Related Employer Participation Agreement.
d. ___ Other (Define) ______________________________________
3. Employer Profit Sharing Contributions. All Employees will be eligible to become a Participant in the Plan for purposes of receiving an allocation of any Employer Profit Sharing Contribution made pursuant to Section 11 of the Adoption Agreement except:
a. ___ Those Employees included in a unit of Employees covered by a collective bargaining agreement between the Employer and Employee representatives, if retirement benefits were the subject of good faith bargaining and if two percent or less of the Employees who are covered pursuant to that agreement are professionals as defined in Section 1.410(b)-9 of the regulations. For this purpose, the term "employee representatives" does not include any organization more than half of whose members are Employees who are owners, officers, or executives of the Employer.
b. ___ Those Employees who are non-resident aliens (within the meaning of Section 7701(b)(1)(B) of the Code) and who received no earned income (within the meaning of Section 911(d)(2) of the Code) from the Employer which constitutes income from sources within the United States (within the meaning of
Section 861(a)(3) of the Code).
c. _X_ Those Employees of a Related Employer that has not executed a Related Employer Participation Agreement.
d. _X_ Other (Define) PARTICIPANTS IN THE CONNECTICUT WATER SERVICE, INC., PERFORMANCE STOCK PROGRAM
Part E. Election Not To Participate:
May an Employee or a Participant elect not to participate in this Plan pursuant to Section 2.08 of the Plan?
Option 1: ___Yes
Option 2: _X_ No
Note: If no option is selected, Option 2 will be deemed to be selected.
Part F. Hours Required for Eligibility Purposes:
1. _1_ Hours of Service (no more than 1,000) shall be required to constitute a Year of Eligibility Service.
2. _1_ Hours of Service (no more than 500 but less than the number specified in Section 4, Part F, Item 1, above) must be exceeded to avoid a Break in Eligibility Service.
3. For purposes of determining Years of Eligibility Service, Employees shall be given credit for Hours of Service with the following predecessor employer(s) (Complete if applicable).

Part G. Entry Dates:
1. Elective Deferrals The Entry Dates for purposes of making Elective Deferrals shall be (choose one): Option 1:___ The first day of the Plan Year and the first day of the seventh month of the Plan Year. Option 2:_X _ The first day of the Plan Year and the first day of the fourth, seventh, and tenth months of the Plan Year.
Option 3: ___ The first day of the Plan Year.
Option 4: ___ Other (Specify) ________________________________
2. Matching Contributions.
If Matching Contributions (or Qualified Matching Contributions) will be made to the Plan, the Entry Dates for purposes of Matching Contributions (or Qualified Matching Contributions, if applicable) shall be (Choose one):
Option 1: ___ The first day of the Plan Year and the first day of the seventh month of the Plan Year. Option 2:_X _ The first day of the Plan Year and the first day of the fourth, seventh, and tenth months of the Plan Year.
Option 3: ___ The first day of the Plan Year.
Option 4: ___ Other (Specify) ________________________________
3. Employer Profit Sharing Contributions. The Entry Dates for purposes of Employer Profit Sharing Contributions shall be (choose one): Option 1: ___ The first day of the Plan Year and the first day of the seventh month of the Plan Year.
Option 2:_X _ The first day of the Plan Year and the first day of the fourth, seventh, and tenth months of the Plan Year. Option 3: ___ The first day of the Plan Year.
Option 4: ___ Other (Specify) ________________________________
Note: If no option is selected for an item, Option 1 will be deemed to be selected for that item. Option 3 or Option 4 can be selected for an item only if the eligibility requirements and Entry Dates are coordinated such that each Employee will become a Participant in the Plan no later than the earlier of:
(1) the first day of the Plan Year beginning after the date the Employee satisfies the age and service requirements of
Section 401(a) of the Code; or (2) 6 months after the date the Employee satisfies such requirements.
SECTION 5. METHOD OF DETERMINING SERVICE (COMPLETE PART A OR B)
Part A. Hours of Service Equivalencies:
Service will be determined on the basis of the method selected below. Only one method may be selected. The method selected will be applied to all Employees covered under the Plan. (Choose one):
Option 1: ___ On the basis of actual hours for which an Employee is paid or entitled to payment.
Option 2: ___ On the basis of days worked. An Employee will be credited with 10 Hours of Service if under Section 1.24 of the Plan such Employee would be credited with at least 1 Hour of Service during the day.
Option 3: ___ On the basis of weeks worked. An Employee will be credited with 45 Hours of Service if under Section 1.24 of the Plan such Employee would be credited with at least 1 Hour of Service during the week.
Option 4: ___ On the basis of months worked. An Employee will be credited with 190 Hours of Service if under Section 1.24 of the Plan such Employee would be credited with at least 1 Hour of Service during the month.
Note: If no option is selected, Option 1 will be deemed to be selected. This Section 5, Part A will not apply if the Elapsed Time Method of Section 5, Part B is selected.
Part B. Elapsed Time Method:
In lieu of tracking Hours of Service of Employees, will the elapsed time method described in Section 2.07 of the Plan be used? (Choose one)
Option 1: ___ No
Option 2: _X_ Yes
Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 6. ELECTIVE DEFERRALS
Part A. Authorization of Elective Deferrals:
Will Elective Deferrals be permitted under this Plan? (Choose one) Option 1: _X_ Yes
Option 2: ___ No
Note: If no option is selected, Option 1 will be deemed to be selected. Complete the remainder of
Section 6 only if Option 1 is selected.
Part B. Limits on Elective Deferrals:
If Elective Deferrals are permitted under the Plan, a Contributing Participant may elect under a salary reduction agreement to have his or her Compensation reduced by an amount as described below (choose one):
Option 1: _X_ An amount equal to a percentage of the Contributing Participant's Compensation from 1% to 15% in increments of 1%.
Option 2: ___ An amount of the Contributing Participant's Compensation not less than ___ and not more than ____.
The amount of such reduction shall be contributed to the Plan by the Employer on behalf of the Contributing Participant. For any taxable year, a Contributing Participant's Elective Deferrals shall not exceed the limit contained in Section 402(g) of the Code in effect at the beginning of such taxable year.
Part C. Elective Deferrals Based on Bonuses:
Instead of or in addition to making Elective Deferrals through payroll deduction, may a Contributing Participant elect to contribute to the Plan, as an Elective Deferral, part or all of a bonus rather than receive such bonus in cash? (Choose one)
Option 1: ___ Yes Option 2: _X_ No Note: If no option is selected, Option 2 will be deemed to be selected.
Part D. Ceasing Elective Deferrals:
A Contributing Participant may prospectively revoke a salary reduction agreement to cease Elective Deferrals (choose one):
Option 1: ___ As of the first day of any payroll period Option 2: ___ As of the first day of any month Option 3: _X_ As of the first day of any quarter Option 4: ___ As of any Entry Date Option 5: ___ As of such times established by the Plan Administrator in a uniform and nondiscriminatory manner.
Option 6: ___ Other (Specify. Must be at least once per year)_______ Note: If no option is selected, Option 3 will be deemed to be selected.
Part E. Return as a Contributing Participant After Ceasing Elective Deferrals:
A Participant who ceases Elective Deferrals by revoking a salary reduction agreement may return as a Contributing Participant (choose one):
Option 1: ___ No sooner than as the first day of the Plan Year. Option 2: ___ As of any subsequent Entry Date.
Option 3: _X_ As of the first day of any subsequent quarter Option 4: ___ As of such times established by the Plan Administrator in a uniform and nondiscriminatory manner.
Option 5: ___ Other (Specify. Must be at least once per year) Note: If no option is selected, Option 1 will be deemed to be selected.

Part F. Changing Elective Deferral Amounts:
A Contributing Participant may modify a salary reduction agreement to prospectively increase or decrease the amount of his or her Elective Deferrals (choose one)
Option 1: ___ As of the first day of any payroll period Option 2: ___ As of the first day of any month Option 3: _X_ As of the first day of any quarter Option 4: ___ As of any Entry Date Option 5: ___ As of such times established by the Plan Administrator in a uniform and nondiscriminatory manner Option 6: ___ Other (Specify)
 Note: If no option is selected, Option 3 will be deemed to be selected.
Part G. Claiming Excess Elective Deferrals.
Participants who claim Excess Elective Deferrals for the preceding calendar year must submit their claims in writing to the Plan Administrator by (Choose one):
Option 1: _X_ March 1
Option 2: ___ Other (Specify a date not later than April 15) ______ Note: If no option is selected, Option 1 will be deemed to be selected.
Part H. One-Time Irrevocable Elections.
May an Employee make a one-time irrevocable election, as described in
Section 11.205 of the Plan, upon first becoming eligible to participate in the Plan to have the Employer make contributions to the Plan on such Employee's behalf? (choose one) Option 1: ___ Yes
Option 2: _X_ No
Note: If no option is selected, Option 2 will be deemed to be selected.
SECTION 7. MATCHING CONTRIBUTIONS
Part A. Authorization of Matching Contributions
Will the Employer make Matching Contributions to the Plan on behalf of Qualifying Contributing Participants? (Choose one)
Option 1: _X_ Yes, but only with respect to a Contributing Participant's Elective Deferrals.
Option 2: ___ Yes, but only with respect to a Participant's Nondeductible Employee Contributions
Option 3: ___ Yes, with respect to both Elective Deferrals and Nondeductible Employee Contributions.
Option 4: ___ No Note: If no option is selected, Option 4 will be deemed to be selected. Complete the remainder of Section 7 only if Option 1, 2 or 3 is selected.
Part B. Matching Contribution Formula
If the Employer will make Matching Contributions, then the amount of such Matching Contributions made on behalf of a Qualifying Contributing Participant each Plan Year shall be (choose one)
Option 1: _X_ An amount equal to 50% of such Contributing Participant's Elective Deferral (and/or Nondeductible Contribution, if applicable).
Option 2: ___ An amount equal to the sum of __% of the portion of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which does not exceed ___% of the Contributing Participant's Compensation plus ___% of the portion of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which exceeds ___% of the Contributing Participant's Compensation.
Option 3: ___ Such amount, if any, equal to that percentage of each Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which the Employer, in its sole discretion, determines from year to year
Option 4: ___ Other Formula (Specify)
Note: If Option 4 is selected, the formula specified can only allow Matching Contributions to be made with respect to a Contributing Participant's Elective Deferrals (and/or Nondeductible Employee Contribution, if applicable).
Part C. Limit on Matching Contributions Notwithstanding the Matching Contribution formula specified above, no Matching Contribution will be made with respect to a Contributing Participant's Elective Deferrals (and/or Nondeductible Employee Contributions, if applicable) in excess of ___ or 4% of such Contributing Participant's Compensation.
Part D. Qualifying Contributing Participants A Contributing Participant who satisfies the eligibility requirements described in Section 4 will be a Qualifying Contributing Participant and thus entitled to share in Matching Contributions for any Plan Year only if the Participant is a Contributing Participant and satisfies the following additional conditions (check one or more Options)
Option 1: _X_ No Additional Conditions Option 2: ___ Hours of Service Requirement. The contributing Participant completes at least __ Hours of Service during the Plan Year. However, this condition will be waived for the following reasons (check at least one)
___ The Contributing Participant's Death ___ The Contributing Participant's Termination of Employment after having incurred a Disability.
___ The Contributing Participant's Termination of Employment after having reached Normal Retirement Age ___ This condition will not be waived.
Option 3: ___ Last Day Requirement: The Participant is an Employee of the Employer on the last day of the Plan Year. However, this condition will be waived for the following reasons (check at least
one)
___ The Contributing Participant's Death
___ The Contributing Participant's Termination of Employment after having incurred a Disability.
___ The Contributing Participant's Termination of Employment after having reached Normal Retirement Age
___ This condition will not be waived.
Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 8. QUALIFIED NONELECTIVE CONTRIBUTIONS
Part A. Authorization of Qualified Nonelective Contributions Will the employer make Qualified Nonelective Contributions to the Plan? (choose one)
Option 1: _X_ Yes
Option 2: ___ No
If the Employer elected to make Qualified Nonelective Contributions, then the amount, if any, of such contribution to the Plan for each Plan Year shall be an amount determined by the Employer. Note: If no option is selected, Option 1 will be deemed to be selected. Complete the remainder of Section 8 only if Option 1 is selected.
Part B. Participants Entitled to Qualified Nonelective Contributions Allocation of Qualified Nonelective Contributions shall be made to the Individual Accounts of (choose one)
Option 1: _X_ Only Participants who are not Highly Compensated Employees
Option 2: ___ All Participants
Note: If no option is selected, Option 1 will be deemed to be selected.
Part C. Allocation of Qualified Nonelective Contribution Allocation of Qualified Nonelective Contributions to Participants entitled thereto shall be made (choose one) Option 1: _X_ In the ratio which each Participant's Compensation for the Plan Year bears to the total Compensation to all Participants for such Plan Year.
Option 2: ___ In the ratio which each Participant's Compensation not in excess of ___ for the Plan Year.
Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 9. QUALIFIED MATCHING CONTRIBUTIONS
Part A. Authorization of Qualified Matching Contributions
Will the Employer make Qualified Matching Contributions to the Plan on behalf of Qualifying Contributing Participants? (choose one)
Option 1: ___ Yes, but only with respect to a Contributing Participant's Elective Deferrals.
Option 2: ___ Yes, but only with respect to a Participant's Nondeductible Employee Contributions
Option 3: ___ Yes, with respect to both Elective Deferrals and Nondeductible Employee Contributions
Option 4: _X_ No
Note: If no option is selected, Option 3 will be deemed to be selected. Complete the remainder of Section 9 only if Option 1, 2 or 3 is selected.
Part B. Qualified Matching Contribution Formula
If the Employer will make Qualified Matching Contributions, then the amount of such Qualified Matching Contributions made on behalf of a Qualifying Contributing Participant each Plan Year shall be (choose one)
Option 1: ___ An amount equal to __% of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable).
Option 2: ___ An amount equal to the sum of __% of the portion of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which does not exceed __% of the Contributing Participant's Compensation plus ___% of the portion of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which
does not exceed __% of the Contributing Participant's Compensation plus __% of the portion of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which does not exceed % of the Contributing Participant's Compensation plus % of the portion of such Contributing Participant's Elective Deferral (and/or Nondeductible Employee Contribution, if applicable) which exceeds __% of the Contributing Participant's Compensation.
Option 3: __ Such amount, if any, as determined by the Employer in its sole discretion, equal to that percentage of the Elective Deferrals (and/or Nondeductible Employee Contribution, if applicable) of each Contributing Participant entitled thereto which would be sufficient to cause the Plan to satisfy the Actual Contribution Percentage tests (described in Section 11.402 of the Plan) for the Plan Year.
Option 4: ___ Other Formula (Specify) _______________________________
Note: If no option is selected, Option 3 will be deemed to be selected.
Part C. Participants Entitled to Qualified Matching Contributions:
Qualified Matching Contributions, if made to the Plan, will be made on behalf of? (choose one)
Option 1: ___ Only Contributing Participants who make Elective Deferrals who are not Highly Compensated Employees
Option 2: ___ All Contributing Participants who make Elective Deferrals Note: If no option is selected, Option 1 will be deemed to be selected.
Part D. Limit on Qualified Matching Contributions Notwithstanding the Qualified Matching Contribution formula specified above, the Employer will not match a Contributing Participant's Elective Deferrals (and/or Nondeductible Employee Contribution, if applicable) in excess of ___ or ___% of such Contributing Participant's Compensation.
SECTION 10. ADP AND ACP TESTING OPTIONS
Part A. ACP Test and Elective Deferrals:
Will Elective Deferrals under this Plan (and any other plan of the Employer, as provided by regulations) be taken into account, and included as Contribution Percentage Amounts for purposes of performing the Average Contribution Percentage (ACP) test? (choose one)
Option 1: _X_ No
Option 2: ___ Yes, in the following amounts (choose one)
Suboption(a) __ Only such Elective Deferrals that are needed to meet the Average Contribution Percentage test.
Suboption (b) __ All Elective Deferrals.
Note: If no option is selected, Option 1 will be deemed to be selected.
Part B. ACP Test and Qualified Nonelective Contributions:
Will Qualified Nonelective Contributions under this Plan (and any other plan of the Employer, as provided by regulations) be taken into account, and included as Contribution Percentage Amounts for purposes of performing the Average Contribution Percentage (ACP) test? (choose one)
Option 1: _X_ No
Option 2: ___ Yes, in the following amounts (choose one)
Suboption (a) __ Only such Qualified Nonelective Contributions that are needed to meet the Average Contribution Percentage test.
Suboption (b) __ All Qualified Nonelective Contributions.
Note: If no option is selected, Option 1 will be deemed to be selected.
Part C. ADP Test and Qualified Matching Contributions Will Qualified Matching Contributions under this Plan (or any other plan of the Employer, as provided by regulations) be taken into account as Elective Deferrals for purposes of calculating Actual Deferral Percentages when performing the Actual Deferral Percentage

(ADP) test? (choose one)
Option 1: _X_ No
Option 2: ___ Yes, in the following amounts (choose one)
Suboption (a) __ Only such Qualified Matching Contributions that are needed to meet the ADP test.
Suboption (b) __ All such Qualified Nonelective Contributions.
Note: If no option is selected, Option 1 will be deemed to be selected.
Part D. Correction of Aggregate Limit
If the Aggregate Limit described in Section 11.102 of the Plan is exceeded, the following adjustment will be made in accordance with
Section 11.402(b)(1) of the Plan (choose one)
Option 1: ___ The ACP of Highly Compensated Employees will be reduced
Option 2: _X_ The ADP of Highly Compensated Employees will be reduced
Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 11. EMPLOYER PROFIT SHARING CONTRIBUTIONS
Part A. Contribution Formula (choose one)
Option 1:_X_ Discretionary Formula. For each Plan Year the Employer will contribute an amount to be determined from year to year.
Option 2: ___Fixed Formula __% of the Compensation of all Qualifying Participants under the Plan for the Plan Year.
Option 3: ___ Fixed Percent of Profits Formula. ___% of the Employer's profits that are in excess of _____.
Option 4: ___ Frozen Plan. This Plan is frozen effective ___ and the Employer will not make additional contributions to the Plan after such date.
Note: If no option is selected, Option 1 will be deemed to be selected.
Part B. Allocation Formula (choose one)
Option 1: _X_ Pro Rata Formula. Employer Profit Sharing Contributions shall be allocated to the Individual Accounts of Qualifying Participants in the ratio that each Qualifying Participant's Compensation for the Plan Year bears to the total Compensation of all Qualifying Participants of the Plan Year.
Option 2: ___ Flat Dollar Formula. Employer Profit Sharing Contributions allocated to the Individual Accounts of Qualifying Participants for each Plan Year shall be the same dollar amount for each Qualifying Participant.
Option 3: ___ Integrated Formula. Employer Profit Sharing Contributions shall be allocated as follows (Start with Step 3 if this Plan is not a Top-Heavy Plan);
Step 1. Employer Profit Sharing Contributions shall first be allocated pro rata to Qualifying Participants in the manner described in Section 11, Part B, Option 1. The percent so allocated shall not exceed 3% of each Qualifying Participant's Compensation.
Step 2. Any Employer Profit Sharing Contributions remaining after the allocation in Step 1 shall be allocated to each Qualifying Participant's Individual Account in the ratio that each Qualifying Participant's Compensation for the Plan Year in excess of the integration level bears to all Qualifying Participants' Compensation in excess of the integration level, but not in excess of 3%.
Step 3. Any Employer Profit Sharing Contributions remaining after the allocation in Step 2 shall be allocated to each Qualifying Participant's Individual Account in the ratio that the sum of each Qualifying Participant's total Compensation and Compensation in excess of the integration level bears to the sum of all Qualifying Participants' total Compensation and Compensation in excess of the integration level, but not in excess of the profit sharing maximum disparity rate as described in Section 3.01(B)(3) of the Plan.
Step 4. Any Employer Profit Sharing Contributions remaining after the allocation in Step 3 shall be allocated pro rata to Qualifying Participants in the manner described in Section 11, Part B, Option 1.
The integration level shall be (choose one):
Suboption (a) ___ The Taxable Wage Base
Suboption (b) ___ (a dollar amount less than the Taxable Wage Base).
Suboption (c) ___ ___% (not more than 100%) of the Taxable Wage Base.
Note: If no option is selected, Suboption (a) will be deemed to be selected.
Note: If no option is selected, Option 1 will be deemed to be selected.
Part C. Qualifying Participants
A Participant will be a Qualifying Participant and thus entitled to share in the Employer Profit Sharing Contribution for any Plan Year only if the Participant is a Participant on at least one day of such Plan Year and satisfies the following additional conditions (check one or more Options):
Option 1: ___ No Additional Conditions
Option 2: _X_ Hours of Service Requirement. The Participant completes at least 1,000 Hours of Service during the Plan Year. However, this condition will be waived for the following reasons (check at least one):
_X_ The Participant's Death
_X_ The Participant's Termination of Employment after having incurred a Disability
_X_ The Participant's Termination of Employment after having reached Normal Retirement Age.
___ This condition will not be waived.
Option 3: _X_ Last Day Requirement. The Participant is an Employee of the Employer on the last day of the Plan Year. However, this condition will be waived for the following reasons (check at least one):
_X_ The Participant's Death
_X_ The Participant's Termination of Employment after having incurred a Disability
_X_ The Participant's Termination of Employment after having reached Normal Retirement Age.
___ This condition will not be waived.
Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 12. COMPENSATION
Part A. Basic Definition:
1. Elective Deferrals For purposes of Elective Deferrals, Compensation will mean all of each Participant's (choose one)
Option 1: _X_ W-2 Wages
Option 2: ___ Section 3401(a) wages
Option 3: ___ 415 safe-harbor compensation
2. Matching Contributions
For purposes of Matching Contributions, Compensation will mean all of each Participant's (choose one):
Option 1: _X_ W-2 Wages Option 2: ___ Section 3401(a) wages Option 3: ___ 415 safe-harbor compensation
3. Employer Profit Sharing Contributions
For purposes of Employer Profit Sharing Contributions, Compensation will mean all of each Participant's (choose one):
Option 1: _X_ W-2 Wages Option 2: ___ Section 3401(a) wages Option 3: ___ 415 safe-harbor compensation
Note: If no option is selected for an item, Option 1 will be deemed to be selected for that item.
Part B. Measuring Period for Compensation
1. Elective Deferrals
For purposes of Elective Deferrals, Compensation shall be determined over the following applicable period (choose one):
Option 1: _X_ The Plan Year Option 2: ___ The calendar year ending with or within the Plan Year
2. Matching Contributions
For purposes of Matching Contributions, Compensation shall be determined over the following applicable period (choose one):
Option 1: _X_ The Plan Year
Option 2: ___ The calendar year ending with or within the Plan Year
3. Employer Profit Sharing Contributions
For purposes of Employer Profit Sharing Contributions, Compensation shall be determined over the following applicable period (choose one)
Option 1: _X_ The Plan Year
Option 2: ___ The calendar year ending with or within the Plan Year
Note: If no option is selected for an item, Option 1 will be deemed to be selected for that item.
Part C. Inclusion of Elective Deferrals
1. Elective Deferrals
For purposes of Elective Deferrals, does Compensation include Employer Contributions made pursuant to a salary reduction agreement which are not includible in the gross income of the Employee under any of the following Sections of the Code? (Answer "included" or "excluded" for each of the following items)

Section 125 (cafeteria plans)                   _X_Included ___ Excluded
Section 402(e)(3) (401(k) plans)                _X_Included ___ Excluded
Section 402(h)(1)(B)(salary deferral SEP Plan)  _X_Included ___ Excluded
Section 403(b)(tax-sheltered plans)             _X_Included ___ Excluded

Note: If a box is not checked for an item, "included" will be deemed to be selected for that item.
2. Matching Contributions
For purposes of Matching Contributions, does Compensation include Employer Contributions made pursuant to a salary reduction agreement which are not includible in the gross income of the Employee under any of the following Sections of the Code? (Answer "included" or "excluded" for each of the following items)

Section 125 (cafeteria plans)                   _X_Included ___ Excluded
Section 402(e)(3) (401(k) plans)                _X_Included ___ Excluded
Section 402(h)(1)(B)(salary deferral SEP Plan)  _X_Included ___ Excluded
Section 403(b)(tax-sheltered plans)             _X_Included ___ Excluded

Note: If a box is not checked for an item, "included" will be deemed to be selected for that item.
3. Employer Profit Sharing Contributions
For purposes of Employer Profit Sharing Contributions, does Compensation include Employer Contributions made pursuant to a salary reduction agreement which are not includible in the gross income of the Employee under any of the following Sections of the Code? (Answer "included" or "excluded" for each of the following items)

Section 125 (cafeteria plans)                                   _X_Included ___ Excluded
Section 402(e)(3) (401(k) plans)                                _X_Included ___ Excluded
Section 402(h)(1)(B)(salary deferral SEP Plan)                  _X_Included ___ Excluded
Section 403(b)(tax-sheltered plans)                             _X_Included ___ Excluded

Note: If a box is not checked for an item, "included" will be deemed to be selected for that item.
Part D: Pre-Entry Date Compensation
1. ADP and ACP Testing Purposes
For the Plan Year in which an Employee enters the Plan, the Employee's Compensation which shall be taken into account for purposes of Actual Deferral Percentage (ADP) and Actual Contribution Percentage (ACP) testing shall be (choose one):
Option 1: _X_ The Employee's Compensation only from the time the Employee became a Participant in the Plan
Option 2: ___ The Employee's Compensation for the whole of such Plan Year.
Note: If no option is selected for an item, Option 1 will be deemed to be selected.
2. Other Purposes
For the Plan Year in which an Employee enters the Plan, the Employee's Compensation which shall be taken into account for purposes of the Plan (other than ADP or ACP testing) shall be

(choose one)
Option 1: _X_ The Employee's Compensation only from the time the Employee became a Participant in the Plan
Option 2: ___ The Employee's Compensation for the whole of such Plan Year.
Note: If no option is selected for an item, Option 1 will be deemed to be selected.
Part E. Exclusions From Compensation
1. Elective Deferrals
For purposes of Elective Deferrals, Compensation shall not include the following (check any that apply):
_X_ Bonuses ___ Commissions
_X_ Overtime
_X_ Other (Specify) FRINGE BENEFITS, MOVING EXPENSES,
EMPLOYERS COST FOR ANY PUBLIC OR PRIVATE EMPLOYEE BENEFIT PLAN
Note: No exclusions from Compensation are permitted if the integrated allocation formula in Section 11, Part B is selected.
2. Matching Contributions
For purposes of Matching Contributions, Compensation shall not include the following (check any that apply):
_X_ Bonuses ___ Commissions
_X_ Overtime
_X_ Other (Specify) FRINGE BENEFITS, MOVING EXPENSES,
EMPLOYERS COST FOR ANY PUBLIC OR PRIVATE EMPLOYEE BENEFIT PLAN
Note: No exclusions from Compensation are permitted if the integrated allocation formula in Section 11, Part B is selected.
3. Employer Profit Sharing Contributions
For purposes of Employer Profit Sharing Contributions, Compensation shall not include the following (check any that apply):
_X_ Bonuses ___ Commissions
_X_ Overtime
_X_ Other (Specify) FRINGE BENEFITS, MOVING EXPENSES,
EMPLOYERS COST FOR ANY PUBLIC OR PRIVATE EMPLOYEE BENEFIT PLAN
Note: No exclusions from Compensation are permitted if the integrated allocation formula in Section 11, Part B is selected.
SECTION 13. VESTING AND FORFEITURES
Part A. Vesting Schedule for Employer Profit Sharing Contributions. A Participant shall become Vested in his or her Individual Account derived from Profit Sharing Contributions made pursuant to Section 11 of the Adoption Agreement as follows (choose one):

         Yrs. Of Vesting     Option 1   Option 2   OPTION 3    Option 4   Option 5
             Service                                                                  (complete if chosen)
      1                      0%         0%         100%       0%          ____%
      2                      0%         20%        100%       0%          ____%
      3                      0%         40%        100%       20%         ____%      (not less than 20%)
      4                      0%         60%        100%       40%         ____%      (not less than 40%)
      5                      100%       80%        100%       60%         ____%      (not less than 60%)
      6                      100%       100%       100%       80%         ____%      (not less than 80%)
      7                      100%       100%       100%       100%        ____%      (not less than 100%)
----- ---------------------- ---------- ---------- ---------- ----------- ---------- ------------------------

Note: If no option is selected, Option 3 will be deemed to be selected.
Part B. Vesting Schedule for Matching Contributions. A Participant shall become Vested in his or her Individual Account derived from Matching Contributions made pursuant to Section 7 of the Adoption Agreement as follows: (choose one)

         Yrs. Of Vesting     Option 1   Option 2   OPTION 3    Option 4   Option 5
             Service                                                                  (complete if chosen)
      1                      0%         0%         100%       0%          ____%
      2                      0%         20%        100%       0%          ____%
      3                      0%         40%        100%       20%         ____%      (not less than 20%)
      4                      0%         60%        100%       40%         ____%      (not less than 40%)
      5                      100%       80%        100%       60%         ____%      (not less than 60%)
      6                      100%       100%       100%       80%         ____%      (not less than 80%)
      7                      100%       100%       100%       100%        ____%      (not less than 100%)
----- ---------------------- ---------- ---------- ---------- ----------- ---------- ------------------------

Note: If no option is selected, Option 3 will be deemed to be selected.
Part C. Hours Required for Vesting Purposes
1. _1_ Hours of Service (no more than 1,000) shall be required to constitute a Year of Vesting Service.
2. _1_ Hours of Service (no more than 500 but less than the number specified in Section 13, Part C, Item 1, above) must be exceeded to avoid a Break in Vesting Schedule.
3. For purposes of determining Years of Vesting Service, Employees shall be given credit for Hours of Service with the following predecessor employer(s) (Complete if applicable)

Part D. Exclusion of Certain Years of Vesting Service. All of an Employee's Years of Vesting Service with the Employer are counted to determine the vesting percentage in the Participant's Individual Account except (check any that apply):
___ Years of Vesting Service before the Employee reaches age 18
___ Years of Vesting Service before the Employer maintained this Plan or a predecessor plan
Part E. Fully Vested Under Certain Circumstances. Will a Participant be fully Vested under the following circumstances? (Answer "yes" or "no" to each

of the following items)

  1. The Participant dies                               _X_yes    ___no

  2. The Participant incurs a Disability                _X_yes    ___no

  3. The Participant satisfies the conditions for
     Early Retirement Age (if applicable)               _X_yes    ___no

Note: If a box is not checked for an item, "yes" will be deemed to be selected for that item.
Part F. Allocation of Forfeitures of Employer Profit Sharing Contributions.
Forfeitures of Employer Profit Sharing Contributions shall be (choose one):
Option 1: _X_ Allocated to the Individual Accounts of the Participants specified below in the manner as described in Section 11, Part B (for Employer Profit Sharing Contributions) The Participants entitled to receive allocations of such Forfeitures shall be:
Suboption (a) _X_ Only Qualifying Participants Suboption (b) ___ All Participants
Option 2: ___ Applied to reduce Employer Profit Sharing Contributions

(choose one)

Suboption (a) ___ For the Plan Year for which the Forfeiture arises
Suboption (b) ___ For any Plan Year subsequent to the Plan Year for which the Forfeiture arises.
Option 3: ___ Applied first to the payment of the Plan's administrative expenses and any excess applied to reduce Employer Profit Sharing Contributions (choose one)
Suboption (a) ___ For the Plan Year for which the Forfeiture arises
Suboption (b) ___ For any Plan Year subsequent to the Plan Year for which the Forfeitures arises
Note: If no option is selected, Option 1 and Suboption (a) will be deemed to be selected.
Part G. Allocation of Forfeitures of Matching Contributions. Forfeitures of Matching Contributions shall be (choose one)
Option 1: _X_ Allocated, after all other Forfeitures under the Plan, to each Participant's Individual Account in the ratio which each Participant's Compensation for the Plan Year bears to the total Compensation of all Participants for such Plan Year.
The Participants entitled to receive allocations of such Forfeitures shall be (choose one) Suboption (a) _X_ Only Qualifying Contributing Participants Suboption (b) ___ Only Qualifying Participants Suboption (c) ___ All Participants
Option 2: ___ Applied to reduce Matching Contributions (choose one) Suboption (a) ___ For the Plan Year for which the Forfeiture arises
Suboption (b) ___ For any Plan Year subsequent to the Plan Year for which the Forfeiture arises
Option 3: ___ Applied first to the payment of the Plan's administrative expenses and any excess applied to reduce Matching Contributions

(choose one)

Suboption (a) ___ For the Plan Year for which the Forfeiture arises
Suboption (b) ___ For any Plan Year subsequent to the Plan Year for which the Forfeiture arises
Note: If no option is selected, Option 1 and Suboption (a) will be deemed to be selected
Part H. Allocation of Forfeitures of Excess Aggregate Contributions.
Forfeitures of Excess Aggregate Contributions shall be (choose one)
Option 1: ___ Allocated, after all other Forfeitures under the Plan, to each Contributing Participant's Matching Contribution account in the ratio which each Contributing Participant's Compensation for the Plan Year bears to the total Compensation of all Contributing Participants for such Plan Year. Such Forfeitures will not be allocated to the account of any Highly Compensated Employee.
Option 2: _X_ Applied to reduce Matching Contributions (choose one) Suboption (a) _X_ For the Plan Year for which the Forfeiture arises
Suboption (b) ___ For any Plan Year subsequent to the Plan Year for which the Forfeiture arises
Option 3: ___ Applied first to the payment of the Plan's administrative expenses and any excess applied to reduce Matching Contributions (choose one):
Suboption (a) ___ For the Plan Year for which the Forfeiture arises
Suboption (b) ___ For any Plan Year subsequent to the Plan Year for which the Forfeiture arises
Note: If no option is selected, Option 1 and Suboption (a) will be deemed to be selected
SECTION 14. NORMAL RETIREMENT AGE AND EARLY RETIREMENT AGE
Part A. The Normal Retirement Age under the Plan shall be (check and complete one option)
Option 1:_X_ Age 65
Option 2: ___ Age ___ (not to exceed 65)
Option 3: ___ The later of age ___ (not to exceed 65) or the ___ (not to exceed 5th) anniversary of the first day of the first Plan Year in which the Participant commenced participation in the Plan.
Note: If no option is selected, Option 1 will be deemed to be selected.
Part B. Early Retirement Age (choose one option)
Option 1: ___ An Early Retirement Age is not applicable under the Plan.
Option 2: _X_ Age 55 (not less than 55 nor more than 65)
Option 3: ___ A Participant satisfies the Plan's Early Retirement Age conditions by attaining age ___ (not less than 55) and completing ___ Years of Vesting Service.
Note: If no option is selected, Option 1 will be deemed to be selected.
 
Section 15. Distributions
Part A. Distributable Events. Answer each of the following:
1. Termination of Employment Before Normal Retirement Age. May a Participant who has not reached Normal Retirement Age request a distribution from the Plan of that portion of the Participant's Individual Account attributable to the following types of contributions upon Termination of Employment?

Elective Deferrals                            _X_yes       ___no
Matching Contributions (if made)              _X_yes       ___no
Employer Profit Sharing Contributions         _X_yes       ___no

2. Disability. May a Participant who has incurred a Disability request a distribution from the Plan of that portion of the Participant's Individual Account attributable to the following

types of contributions?

Elective Deferrals                            _X_yes       ___no
Matching Contributions (if made)              _X_yes       ___no
Employer Profit Sharing Contributions         _X_yes       ___no

3. Attainment of Normal Retirement Age. May a Participant who has attained Normal Retirement Age but has not incurred a Termination of Employment request a distribution form the Plan of that portion of the Participant's Individual Account attributable to the following types of contributions?

Elective Deferrals                            ___yes       _X_no
Matching Contributions (if made)              ___yes       _X_no
Employer Profit Sharing Contributions         ___yes       _X_no

4. Attainment of Age 59 -1/2. Will Participants who have attained age 59 -1/2 be permitted to withdraw Elective Deferrals while still employed by the Employer?
_X_ yes ___ no
5. Hardship Withdrawals of Elective Deferrals. Will Participants be permitted to withdraw Elective Deferrals on account of hardship pursuant to Section 11.503 of the Plan?
_X_ yes ___ no
6. In-Service Withdrawals. Will Participants be permitted to request a distribution of that portion of the Participant's Individual Account attributable to the following types of contributions during service pursuant to Section 6.01(A)(3) of

the Plan?

  Matching Contributions (if made)            ___yes       _X_no
  Employer Profit Sharing Contributions       ___yes       _X_no

7. One-Time In-Service Withdrawal Option. Will the one-time in-service withdrawal provisions described in Section 6.01(A)(5) of the Plan apply to the following types of contributions?
Matching Contributions (if made) ___yes _X_no Employer Profit Sharing Contributions ___yes _X_no
If the answer is `yes', specify percentage that a Participant may withdraw: ___%
8. Hardship Withdrawals. Will Participants be permitted to make hardship withdrawals of that portion of the Participant's Individual Account attributable to the following types of contributions pursuant to Section 6.01(A)(4) of the Plan?
Matching Contributions (if made) _X_yes ___no Employer Profit Sharing Contributions _X_yes ___no
9. Withdrawals of Rollover or Transfer Contributions. Will Employees be permitted to withdraw their Rollover or Transfer Contributions at any time? _X_yes ___no
Note: If a box is not checked for an item, `yes' will be deemed to be selected for that item. Section 411(d) (6) of the Code prohibits the elimination of protected benefits. In general, protected benefits include the forms and timing of payout options. If the Plan is being adopted to amend and replace a Prior Plan that permitted a distribution option described above, you must answer `yes' to that item.
Part B. Timing of Distributions
1. Termination of Employment. Where a Participant who is entitled to a distribution under the Plan has Termination of Employment (for reasons other than death, Disability or attainment of Normal Retirement Age), distributions shall commence (check one) Option 1: _X_ As soon as administratively feasible following the date the Participant requests a distribution. Option 2: ___ As soon as administratively feasible following the close of the Plan Year within which the Participant requests a distribution. Option 3: ___ As soon as administratively feasible following the close of the Plan Year within which the Participant requests a distribution or the Participant incurs ___ (not more than 5) consecutive one-year Breaks in Vesting Service, whichever is later. Note: If no option is selected, Option 1 will be deemed to be selected.
2. Death, Disability or Attainment of Normal Retirement Age. Where a Participant dies, incurs a Disability or attains Normal Retirement Age, and a distributable even has occurred, distributions shall commence (check one) Option 1: _X_ As soon as administratively feasible following the date the Participant (or Beneficiary of a deceased Participant) requests a distribution. Option 2: ___ As soon as administratively feasible following the close of the Plan Year within which the Participant (or Beneficiary of a deceased Participant) requests a distribution. Option 3: ___ As soon as administratively feasible following the close of the Plan Year within which the Participant (or Beneficiary of a deceased Participant) requests a distribution or the Participant incurs ___ (not more than 5) consecutive one-year Breaks in Vesting Service, whichever is later. Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 16. JOINT AND SURVIVOR ANNUITY
Part A. Retirement Equity Act Safe Harbor Will the safe harbor provisions of Section 6.05(F) of the Plan apply?

(choose only one option)

Option 1: _X_ yes
Option 2: ___ no
Note: You must select `no' if you are adopting this Plan as an amendment and restatement of a Prior Plan that was subject to the joint and survivor annuity requirements.
Part B. Survivor Annuity Percentage (complete only if your answer in Section 16, Part A is "no") The survivor annuity portion of the Joint and Survivor Annuity shall be a percentage equal to __% (at least 50% but no more than 100%) of the amount paid to the Participant prior to his or her death.
SECTION 17. OTHER OPTIONS
A. Loans: Will loans to Participant pursuant to Section 6.08 of the Plan be permitted? _X_yes __ no
B. Insurance: Will the Plan allow for the investment in insurance policies pursuant to Section 5.13 of the Plan? ___ yes _X_no
C. Employer Securities: Will the Plan allow for the investment in qualifying Employer securities or qualifying Employer real property? _X_ yes ___ no
D. Rollover Contributions: Will Employees be permitted to make rollover contributions to the Plan pursuant to Section 3.03 of the Plan? _X_ yes ___ no ___ yes, but only after becoming a Participant.
E. Transfer Contributions: Will Employees be permitted to make transfer contributions to the Plan pursuant to Section 3.04 of the Plan? _X_ yes ___ no ___ yes, but only after becoming a Participant.
F. Nondeductible Employee Contributions: Will Employees be permitted to make Nondeductible Employee Contributions pursuant to Section 11.305 of the Plan? ___ yes _X_ no Check here if such contributions will be mandatory _____
SECTION 18. PARTICIPANT DIRECTION OF INVESTMENTS
Part A. Authorization
Will Participants be permitted to direct the investment of their Plan assets pursuant to Section 5.14 of the Plan? (choose one) _X_ yes ___ no
Note: If no option is selected, Option 2 will be deemed to be selected. Complete the remainder of Section 18 only if Option 1 is selected.
Part B. Investment Options
Participants can direct the investment of their Plan assets among the following investments:
Option 1: _X_ Only those investment options designated by the Plan Administrator or other fiduciary.
Option 2: ___ Any allowable investment Note: If no option is selected, Option 1 will be deemed to be selected.
Part C. Accounts Subject to Participant Direction Participants can direct the following portions of their Individual Accounts
Option 1: ___ Those accounts that the Plan Administrator may designate from time to time in a uniform and nondiscriminatory manner.
Option 2: _X_ Entire Individual Account
Option 3: ___ The following accounts (check all that apply) ___ Elective Deferral Account ___ Matching Contribution Account ___ Employer Profit Sharing Account ___ Rollover Contribution Account ___ Transfer Contribution Account ___ Other (specify) ________________________
Note: If no option is selected, Option 1 will be deemed to be selected.
Part D. Frequency of Investment Changes Participants may make changes to the investments within their Individual Accounts with the following frequency (choose one)
Option 1: ___ In accordance with uniform and nondiscriminatory rules established by the Plan Administrator or other fiduciary. Option 2: _X_ Daily
Option 3: ___ Monthly
Option 4: ___ Quarterly
Option 5: ___ Other (specify) _______________________________________
Note: If no option is selected, Option 1 will be deemed to be selected. Also note that the Plan's Valuation Dates must be at least as often as the frequency chosen here.
SECTION 19. MISCELLANEOUS DEFINITIONS
Part A. Valuation Date.
The Plan Valuation Date shall be:
Option 1: ___ The last day of the Plan Year and each other date designated by the Plan Administrator which is selected in a uniform and nondiscriminatory manner. Option 2: ___ Daily
Option 3: ___ The last day of each Plan quarter.
Option 4: ___ The last day of each month
Option 5: ___ Other (Specify) _______________________________________ Note: If no option is selected, Option 1 will be deemed to be selected.
Part B. Disability.
For purposes of this Plan, Disability shall mean:
Option 1: ___ The inability to engage in any substantial, gainful activity by reason of any medically determinable physical or mental impairment that can be expected to result in death or which has lasted or can be expected to last for a continuous period of not less than 12 months.
Option 2: ___ The inability to engage in any substantial, gainful activity in the Employee's trade or profession for which the Employee is best qualified through training or experience.
Option 3: _X_ Other (Specify): A DISABILITY WHICH QUALIFIES AN
EMPLOYEE FOR THE EMPLOYER'S LONG TERM DISABILITY INSURANCE BENEFITS. Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 20. LIMITATION ON ALLOCATIONS
If you maintain or ever maintained another qualified plan in which any Participant in the Plan is (or was) a Participant or could become a Participant, you must complete this section. You must also complete this section if you maintain a welfare benefit funds, as defined in Section 419(e) of the Code, or an individual medical account, as defined in Section 415(1)(2) of the Code, under which amounts are treated as annual additions with respect to any Participant in this Plan.
Part A. Individually Designed Defined Contribution Plan
If the Participant is covered under another qualified defined contribution plan maintained by the Employer, other than a master or prototype plan:
1. _X_ The provisions of Section 3.05(B)(1) through 3.05 (B)(6) of the Plan will apply as if the other plan were a master or prototype plan.
2. ___ Other method. (Provide the method under which the plans will limit total annual additions to the maximum permissible amount, and will properly reduce any excess amounts, in a manner that precludes Employer discretion.)
Part B. Defined Benefit Plan
If the Participant is or has ever been a participant in a defined benefit plan maintained by the Employer, the Employer will provide below the language which will satisfy the 1.0 limitation of Section 415(e) of the Code.
1. _X_ If the projected annual addition to this Plan to the account of a Participant for any limitation year would cause the 1.0 limitation of Section 415(e) of the Code to be exceeded,
the annual benefit of the defined benefit plan for such limitation year shall be reduced so that the 1.0 limitation shall be satisfied.
If it is not possible to reduce the annual benefit of the defined benefit plan and the projected annual addition to this Plan to the account of a Participant for a limitation year would cause the 1.0 limitation to be exceeded, the Employer shall reduce the Employer Contribution which is to be allocated to this Plan on behalf of such Participant so that the 1.0 limitation will be satisfied. (The provisions of Section 415(e) of the Code are incorporated herein by reference under the authority of Section 1106(h) of the Tax Reform Act of 1986.)
2. ___ Other method (Provide language describing another method. Such language must preclude Employer discretion).
SECTION 21. TOP-HEAVY MINIMUM
Part A. Minimum Allocation or Benefit
For any Plan Year with respect to which this Plan is a Top-Heavy Plan, any minimum allocation required pursuant to Section 3.01 (E) of the Plan shall be made (choose one):

Option 1: _X_ To this plan
Option 2: ___ To the following other plan maintained by the Employer

(Specify name and plan number of Plan)

Option 3: ___ In accordance with the method described on an attachment to this Adoption Agreement. (Attach language describing the method that will be used to satisfy Section 416 of the Code. Such method must preclude Employer discretion).
Note: If no option is selected, Option 1 will be deemed to be selected.
Part B. Participants Entitled to Receive Minimum Allocation Any minimum allocation required pursuant to Section 3.01(E) of the Plan shall be allocated to the Individual Accounts of (choose one) Option 1: _X_ Only Participants who are not Key Employees Option 2: ___ All Participants Note: If no option is selected, Option 1 will be deemed to be selected
Part C. Top-Heavy Ratio
For purposes of establishing the present value of benefits under a defined benefit plan to compute the top-heavy ratio as described in
Section 10.08(C) of the Plan, any benefit shall be discounted only for mortality and interest based on the following (choose one) Option 1: ___ Not applicable because the Employer has not maintained a defined benefit plan.
Option 2: _X_ The interest rate and mortality table specified for this purpose in the defined benefit plan.
Option 3: ___ Interest rate of __% and the following mortality table (specify) _________________
Note: If no option is selected, Option 2 will be deemed to be selected.
Part D. Top-Heavy Vesting Schedule
Pursuant to Section 6.01(C) of the Plan, the vesting schedule that will apply when this Plan is a Top-Heavy Plan (unless the Plan's regular vesting schedule provides for more rapid vesting) shall be

(choose one)

Option 1: ___ 6 Year Graded
Option 2: _X_ 3 Year Cliff
Note: If no option is selected, Option 1 will be deemed to be selected.
SECTION 22. PROTOTYPE SPONSOR
Name of Prototype Sponsor PW TRUST COMPANY Address
Telephone number
Permissible Investments
The assets of the Plan shall be invested only in those investments described below (to be completed by the Prototype Sponsor); `AS PER THE FUND ELECTION
FORM'
SECTION 23. TRUSTEE OR CUSTODIAN
Section A. _X_ Financial Organization as Trustee or Custodian Check One ___ Custodian _X_ Trustee without full trust powers ___ Trustee with full trust powers
Financial Organization PW TRUST COMPANY

Signature         /s/
Type Name

Collective or Commingled Funds

List any collective or commingled funds maintained by the financial organization Trustee in which assets of the Plan may be invested (complete if applicable) N/A
Option B: ___ Individual Trustee(s)

Signature ________________          Signature _________________
Type Name ________________          Type Name _________________
Signature ________________          Signature _________________
Type Name ________________          Type Name _________________

SECTION 24. RELIANCE
The Employer may not rely on an opinion letter issued by the National Office of the Internal Revenue Service as evidence that the Plan is qualified under
Section 401 of the Internal Revenue Code. In order to obtain reliance with respect to plan qualification, the Employer must apply to the appropriate Key District office for a determination letter.
This Adoption Agreement may be used only in conjunction with Basic Plan Document No. 04.
SECTION 25. EMPLOYER SIGNATURE
I am an authorized representative of the Employer named above and I state the following:
1. I acknowledge that I have relied upon my own advisors regarding the completion of this Adoption Agreement and the legal tax implications of adopting this Plan.
2. I understand that my failure to properly complete this Adoption Agreement may result in disqualification of the Plan.
3. I understand that the Prototype Sponsor will inform me of any amendments made to the Plan and will notify me should it discontinue or abandon the Plan.
4. I have received a copy of this Adoption Agreement and the corresponding Basic Plan Document.

Signature for Employer  /S/  MAUREEN P. WESTBROOK  Date signed:  9/7/00
Type Name               MAUREEN P. WESTBROOK
Title                   VP ADMINISTRATION & GOVERNMENT AFFAIRS

EXHIBIT 10.12
ADDENDUM TO:
PROTOTYPE CASH OR DEFERRED PROFIT SHARING PLAN AND TRUST/CUSTODIAL
ACCOUNT
SPONSORED BY PW TRUST COMPANY, WEEHAWKEN, NEW JERSEY
BASIC PLAN DOCUMENT #04
 (Pursuant to Section 10.11)
Savings Plan of the Connecticut Water Company
ADMINISTRATION OF PROTECTED BENEFITS UNDER IRC 411(d)(6)
Effective 10/1/2000, the following procedures will be used to administer the protected benefits under this Plan:
1. Joint & Survivor Annuity Provisions _X_ N/A - No monies in this Plan were previously subject to the spousal consent requirements
___ The monies in the Plan, in whole or in part, were previously subject to the spousal consent requirements. These monies will be segregated for recordkeeping purposes and will continue to be subject to the spousal consent requirements.
2. Optional Forms of Benefit _X_ N/A - No additional optional forms of benefit were previously available to participants in this Plan.
___ The following forms of benefit are protected for employees who had become plan participants as of the effective with earnings, will allow distribution in the following forms:
___ Immediate Annuity - List types of annuities allowed (e.g. Joint & Survivor 66 2/3%, 10 Year Certain, etc.)
___ Installment Payments Time Period ___ 10 years ___ 5 years ___ Other (please specify) ___
___ Timing of Distributions ___ Monies that were allowed to be left in the plan upon a distributable event will be segregated for recordkeeping purposes and will continue to be eligible, along with earnings, to be left in the plan upon a distributable event. The participant will continue to have investment direction over the assets.
___ Restrictions - The following restrictions apply to monies subject to such restrictions prior to the effective date:
___ Distribution must be taken within ___ years/months/days of separation of service with the employer
___ Other (specify) ________________________
_X_ In-Service Withdrawals _X_ N/A - In-Service withdrawals are available under the same or more generous provisions as the prior plan ___ Monies that were available for In-Service withdrawals under the prior plan will be segregated for recordkeeping purposes and, along with earnings, will continue to be available for In-Service withdrawal.
___ Monies under the prior plan that originated in a Money Purchase Plan will be segregated for recordkeeping purposes and, along with earnings on such monies, will not be eligible for In-Service withdrawals.
3. Early Retirement Age
_X_ N/A - The Early Retirement Age is the same or earlier than that under the prior Plan ___ For all employees who have reached the Early Retirement Age under the prior plan, this Plan will maintain the nonforfeitable status and allow distribution of the account balance.
4. Normal Retirement Age
_X_ N/A - The Early Retirement Age is the same or earlier than that under the prior Plan ___ For all employees who have reached the Early Retirement Age under the prior plan, this Plan will maintain the nonforfeitable status and allow distribution of the account balance.
5. Vesting Schedule
_X_ N/A - The vesting schedule is at least as generous as the predecessor plan.
___ The vesting schedule in this plan is less generous than in the predecessor plan.
(a) For participants with less than 3 years of service: Each participant's vesting percentage will not be decreased, but, rather, will be protected until such time as his/her vesting percentage under the new schedule equals or exceeds their protected vesting percentage.
(b) For participants with more than 3 years of service Each participant will be given the choice of staying under the old vesting schedule or applying the new vesting schedule.
6. Other (specify) ______________________________________________
Effective 10/1/2000, the following procedures will be used to administer the above mentioned Plan:
1. Transfers - Frequency allowed (Pursuant to Section 5.14 of the Plan) A participant may elect to transfer all or part of his/her balance from one investment fund to another on a daily basis by calling the PaineWebber Retirement Plan Help Line
(1-888-401-5123)
2. Maximum on Non Deductible Employee Contributions (Pursuant to
Section 11.305 of the Plan) The maximum Non Deductible Employee Contribution a participant may make is:
_X_ N/A (Non Deductible Employee Contributions are not allowed in the Adoption Agreement OR no maximum is to be imposed)
___ ___% of Compensation
3. Unclaimed Benefits/Outstanding Check Procedures
(The following will apply to all plans, no exceptions)
In the event that a distribution check payable to any Participant or Designated Beneficiary is returned to the Trustee as being undeliverable, or is not cashed within one hundred eighty (180) days:
1. The Trustee shall promptly notify the Employer
2. Promptly upon receipt of notice from the Trustee (or, upon receipt of the distribution check if it is returned to the Employer rather than the Trustee), the Employer shall use its best efforts, consistent with the fiduciary requirements of ERISA, to locate the Participant or Designated Beneficiary and provide the Trustee with an updated address for the Participant or Designated Beneficiary. Promptly upon receiving such updated information, the Trustee shall send the returned check, or a new check, if necessary to the Participant or Designated Beneficiary at the updated address.
3. If within 4 weeks of the date of the Trustee's notification to Employer, the Employer has not provided the Trustee with an updated address or alternative instructions, it shall be presumed that the Participant or Designated Beneficiary cannot be located and the Trustee shall redeposit the amount of the check into the trust for the Plan.
4. Any amount redeposited to the Plan pursuant to paragraph 4 above shall be treated as a forfeiture under Section 6.11 of the Plan. The Employer shall keep records of all amounts forfeited pursuant to these procedures and shall reinstate such benefits promptly upon being claimed by the Participant or Designated Beneficiary pursuant to Section 6.01(D)(5) of the Plan first from current forfeitures under the Plan and then from employer contributions to the Plan if necessary.
I hereby certify that I am authorized to adopt this addendum on behalf of the Employer sponsoring the above named Plan:

/S/   MAUREEN P. WESTBROOK          9/7/00

EXHIBIT 10.12
QUALIFIED RETIREMENT PLAN/403(b)
LOAN DISCLOSURE
As a participant in the qualified retirement plan/403(b) adopted by your employer, you may be able to borrow a portion of your vested account balance. The loan program adopted by your employer is available on a uniform basis to all parties in interest to the plan who meet loan qualification requirements. For additional information about the loan program available under your employer's plan, contact the loan program administrator listed below.
Note: This Loan Disclosure constitutes part of the Summary Plan Description (SPD) of your Qualified Retirement Plan and should be kept with your other SPD documents.
PLAN LOAN INFORMATION

Plan Name                  SAVINGS PLAN OF THE CONNECTICUT WATER COMPANY
Plan Number                003
Plan Year End              12/31

EFFECTIVE DATE
The effective date of the plan loan program is 10/1/2000
LOAN PROGRAM ADMINISTRATOR
The person responsible for administering your loan program is PLAN ADMINISTRATOR Your loan program administrator may be reached at the following address and/or telephone number:_______________________________________________________________
LOAN APPLICATION PROCEDURE
To apply for a loan under this plan, you must complete and return to the loan program administrator a Loan Application Form, furnishing all information requested and pay any required loan application processing fees. In addition, you must follow the procedures described below (specify)________________________
LIMITATIONS ON TYPES OF LOANS
Loans from this plan may be used for the following purposes:
_X_ All
___ Purchase of your principal residence ___ Post-secondary tuition for you or your immediate family ___ Medical expenses for your or your immediate family ___ Rent or mortgage payments to prevent eviction or foreclosure from your principal residence
___ Other (specify)_____________________________________________________________
LOAN APPROVAL STANDARDS
Decisions approving or denying loans from this Plan will be based on the following criteria:
_X_ The value of your vested individual account balance ___ Other (specify) ____________________________________________________________
Note: Loan approval basis selected must not cause loans to be made available on a discriminatory basis.
LOAN PRINCIPAL LIMITATIONS
Loans from the plan shall be in a minimum amount of $1,000.00 (may not exceed $1,000)
Maximum amount of all loans outstanding cannot exceed ___ 1/2 of your vested balance or $50,000 _X_ other (specify) ONLY TWO OUTSTANDING LOANS AT A TIME.
Note: If the `other' option is selected, the amount entered cannot exceed the lesser of 1/2 of vested balance or $50,000.
INTEREST CALCULATION
Interest on loans from this plan will be computed on the following basis:
___ prime rate (as specified in the Wall Street Journal) ___ prime rate (as specified in the Wall Street Journal) ___ plus ___ percent.
_X_ other (specify) PRIME RATE AS OF THE END OF THE CALENDAR QUARTER, PLUS 1.00% Note: The interest rate must be comparable to that charged by commercial lenders in a similar transaction. Any loan renewals are subject to interest rate modification.
COLLATERAL PLEDGE
A percentage of your vested account balance equal to the amount borrowed divided by your vested account balance is pledged as security for repayment of loans under this program.
DEFAULT PROVISIONS
The following are deemed to be acts of default under your qualified plan/403(b) loan program:
* failure to remit payment in a timely manner as required under the Loan Agreement
* breach of any of your obligations or duties under the Loan Agreement
* termination of employment
* other (specify)_______________________________________________________________
Upon default, your loan program administrator is entitled to foreclose its security interest in your vested account balance pledged for repayment upon the occurrence of an event which triggers a distribution of your benefits.
In addition, the loan program administrator will report as taxable any amounts which are deemed distributed as a result of failing to make loan payments.
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BARNSTABLE WATER COMPANY
NOTE AGREEMENT
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Re: $2,000,000 10.2% Senior Notes
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BARNSTABLE WATER COMPANY
 47 Old Yarmouth Road
Hyannis, Massachusetts 02601-0326
NOTE AGREEMENT
Re: $2,000,000 10.2% Senior Notes
Due February 15, 2011
Dated as of February 15, 1991
Indianapolis Life Insurance Company
2960 North Meridian Street
Indianapolis, Indiana 46208
Attention: Securities Department
Gentlemen:
The undersigned, BARNSTABLE WATER COMPANY, a Massachusetts corporation (the "Company"), agrees with you as follows:
SECTION 1. DESCRIPTION OF NOTES AND COMMITMENT.
1.1. Description of Notes. The Company will authorize the issue and sale of $2,000,000 aggregate principal amount of its 10.2% Senior Notes (the "Notes") to be dated the date of issue, to bear interest from such date at the rate of 10.2% per annum, payable semiannually on the fifteenth day of each February and August in each year (commencing August 15, 1991) and at maturity and to bear interest on overdue principal (including any overdue required or optional prepayment of principal) and premium, if any, and (to the extent legally enforceable) on any overdue installment of interest at the rate of 12.2% per annum after the date due, whether by acceleration or otherwise, until paid, to be expressed to mature on February 15, 2011, and to be substantially in the form attached hereto as Exhibit A. Interest on the Notes shall be computed on the basis of a 360-day year of twelve 30-day months. The Notes are not subject to prepayment or redemption at the option of the Company prior to their expressed maturity dates except on the terms and conditions and in the amounts and with the premium, if any, set forth in Section 2 of this Agreement. You are hereinafter sometimes referred to as the "Purchaser".
1.2. Commitment, Closing Date. Subject to the terms and conditions hereof and on the basis of the representations and warranties hereinafter set forth, the Company agrees to issue and sell to you, and you agree to purchase from the Company the entire issue of the Notes at a price equal to the principal amount thereof on the Closing Date hereinafter mentioned.
Delivery of the Notes will be made at the offices of Hill & Barlow, One International Place, Boston, Massachusetts 02110, against payment therefor in Federal Reserve or other funds current and immediately available at the principal office of Shawmut Bank, N.A., ABA No. 011000206, Attention: Philip Messina ((617) 292-2969) in the amount of the purchase price for credit to the account of the Company (Account No.20-029-223-6) at 10:00 A.M. Boston time, on March 19, 1991 or such later date (not later than March 31, 1991) as shall be mutually
agreed upon by the Company and you (the "Closing Date"). The Notes delivered to you on the Closing Date will be delivered to you in the form of a single registered Note for the full amount of your purchase (unless different denominations are specified by you), in the form attached hereto as Exhibit A, registered in your name or in the name of your nominee, all as you may specify at any time prior to the date fixed for delivery.
1.3. Guarantee of the Notes. Payment of the principal of and interest and premium, if any, on the Notes will be unconditionally guaranteed by Barnstable Holding Co., Inc., a Delaware corporation of which the Company is a subsidiary (the; "Guarantor"), under and pursuant to a Guaranty Agreement (the "Guaranty") dated as of February 15, 1991, substantially in the form attached hereto as Exhibit B.
SECTION 2. PREPAYMENT OF NOTES.
2.1. Required Prepayments. The Company agrees that on February 15, annually, it will prepay and apply and there shall become due and payable on the principal indebtedness evidenced by the Notes (a) commencing February 15, 1997 and ending February 15, 2001, both inclusive, an amount equal to the lesser of (i) $75,000 or (ii) the principal amount of the Notes then outstanding and
(b) commencing February 15, 2002 and ending February 15,2010, both inclusive, an amount equal to the lesser of (i) $100,000 or (ii) the principal amount of the Notes then outstanding. The entire remaining principal amount of the Notes shall become due and payable on February 15, 2011. No premium shall be payable in connection with any required prepayment made pursuant to this Section 2.1. For purposes of this Section 2.1, any prepayment of less than all of the outstanding Notes pursuant to Section 2.2 shall be deemed to be applied first, to the amount of principal scheduled to remain unpaid on February 15, 2011, and then, to the remaining scheduled principal payments in inverse chronological order.
2.2. Optional Prepayments. In addition to the payments required by Section 2.1, upon compliance with Section 2.4 the Company shall have the privilege of prepaying the outstanding Notes, either in whole or in part (but if in part then in a minimum principal amount of $100,000):
(a) at any time and from time to time on or after February 15, 2001, by payment of the principal amount of the Notes, or portion thereof to be prepaid, and accrued interest thereon to the date of such prepayment, together with a premium equal to the Make-Whole Amount, determined as of five business days prior to the date of such prepayment pursuant to this Section 2.2(a); and
(b) at any time and from time to time out of the net proceeds received by the Company from the exercise of the power of eminent domain or a purchase under threat of the exercise of the power of eminent domain on the part of any public authority, including a taking by eminent domain or purchase under the Company's charter, Chapter 286 of the 1911 Acts of the Massachusetts General Assembly, as amended, of all or any part of the property of the Company the taking of which would impair the ability of the Company to carry on its business as conducted on the Closing Date, by payment of the principal amount of the Notes or portion thereof to be prepaid, and accrued interest thereon to the date of such prepayment, but without payment of any premium.
2.3. Mandatory Prepayment upon Change of Control. In the event that a Change of Control shall occur or the Company shall have knowledge of any impending Change of Control, the Company shall give written notice thereof (a "Company Notice") promptly (and in any event within three business days thereafter) to each holder of the Notes then outstanding. The Company Notice shall (i) describe in reasonable detail the facts and
circumstances giving rise to such Change of Control, (ii) offer to prepay, on a date (the "Change of Control Prepayment Date") which shall be not less than 30 days nor more than 60 days after the date of the Company Notice, all of the Notes held by such holder, at a price equal to 100% of the principal amount of Notes so to be prepaid, accrued interest thereon to the Change of Control Prepayment Date, together with the then applicable Make-Whole Amount, (iii) request such holder to notify the Company in writing, not less than 10 days prior to the Change of Control Prepayment Date, of its acceptance or rejection of such offer, (iv) inform such holder that, upon its receipt of the Company Notice, failure to reject such offer in writing on or before the 10th day prior to the Change of Control Prepayment Date shall be deemed acceptance of such offer and (v) set forth the respective names and addresses of, and principal amounts of the Notes held by, any other holders of the Notes then outstanding. Not less than two business days prior to the Change of Control Prepayment Date, the Company shall provide each holder of the Notes with a reasonably detailed computation of the Make-Whole Amount.
The Company covenants and agrees that it will on the Change of Control Prepayment Date prepay all of the Notes held by each holder of the Notes then outstanding which has accepted the prepayment offer in accordance with this
Section 2.3, by payment of the principal amount of such Notes, together with interest accrued on the unpaid principal amount of such Notes to the Change of Control Prepayment Date and the then applicable Make-Whole Amount.
For purposes of this Section 2.3, the following terms shall have the meanings ascribed thereto below:
"Change of Control" shall mean the occurrence after the Closing Date of any event which results in either (i) the legal or beneficial ownership of more than 50% of the outstanding shares of Voting Stock of the Company being owned by any Person or Control Group other than the Designated Shareholders or (ii) any Person or Control Group other than the Designated Shareholders having the power to elect, appoint or cause the election or appointment of, at least a majority of the members of the Board of Directors of the Company through beneficial ownership of capital stock of the Company or otherwise.
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"Control Group" shall mean any related Persons constituting a "group" for the purposes of Section 13(d) of the Securities Exchange Act of 1934, as amended (other than the Designated Shareholders).
"Designated Shareholders" shall mean the shareholders and beneficial owners of the Company on the Closing Date (the "Original Shareholders"), any Person who is the spouse of any Original Shareholder, any Person or the spouse of any Person who is a lineal descendant of any Original Shareholder; or any corporation or partnership of which any of such Persons are legally entitled to exercise more than a majority of the voting power, or any trust of which any of such Persons are the sole beneficiaries or the executor or administrator of the estate of any such Person or any legal guardian of any such Person.
2.4. Notice of Optional Prepayments. The Company will give notice of any prepayment of the Notes pursuant to Section 2.2 to each holder thereof not less than 30 days nor more than 60 days before the date fixed for such optional prepayment specifying (i) such date, (ii) the principal amount of the holder's Notes to be prepaid on such date, (iii) that a premium may be payable, (iv) the date when such premium will be calculated, (v) the estimated premium, and (vi) the accrued interest applicable to the prepayment. Such notice of prepayment shall also certify all facts, if any, which are conditions precedent to any such prepayment. Notice of prepayment
having been so given, the aggregate principal amount of the Notes specified in such notice, together with accrued interest thereon and the premium, if any, payable with respect thereto shall become due and payable on the prepayment date specified in said notice. Not later than two business days prior to the prepayment date specified in such notice, the Company shall provide each holder of a Note written notice of the premium, if any, payable in connection with such prepayment and, whether or not any premium is payable, a detailed computation of the Make-Whole Amount.
2.5. Application of Prepayments. All partial prepayments pursuant to Section 2.1 or Section 2.2 shall be applied on all outstanding Notes ratably in accordance with the unpaid principal amounts thereof.
2.6. Direct Payment. Notwithstanding anything to the contrary contained in this Agreement or the Notes, in the case of any Note owned by you or your nominee or owned by any subsequent Institutional Holder which has given written notice to the Company requesting that the provisions of this Section 2.6 shall apply, the Company will punctually pay when due the principal thereof, interest thereon and premium, if any, due with respect to said principal, without any presentment thereof, directly to you, to your nominee or to such subsequent Institutional Holder at your address or your nominee's address set forth in Schedule I hereto or such other address as you, your nominee or such subsequent Institutional Holder may from time to time designate in writing to the Company or, if a bank account with a United States bank is designated for you or your nominee on Schedule I hereto or in any written notice to the Company from you, from your nominee or from any such subsequent Institutional Holder, the Company will make such payments in immediately available funds to such bank account, marked for attention as indicated, or in such other manner or to such other account in any United States bank as you, your nominee or any such subsequent Institutional Holder may from time to time direct in writing.
SECTION 3. REPRESENTATIONS.
3.1. Representations of the Company. The Company represents and warrants that all representations and warranties set forth in Exhibit C are true and correct as of the date hereof and are incorporated herein by reference with the same force and effect as though herein set forth in full.
3.2. Representations of the Purchaser. You represent, and in entering into this Agreement the Company understands, that you are acquiring the Notes for the purpose of investment and not with a view to the resale or distribution thereof, and that you have no present intention of selling, negotiating or otherwise disposing of the Notes; it being understood, however, that the disposition of your property shall at all times be and remain within your control. You further represent that you are acquiring the Notes for your own account and with your general corporate assets and not with the assets of any separate account in which any employee benefit plan has any interest. As used in this Section, the terms "separate account" and "employee benefit plan" shall have the respective meanings assigned to them in ERISA.
SECTION 4. CLOSING CONDITIONS.
4.1. Conditions. Your obligation to purchase the Notes on the Closing Date shall be subject to the performance by the Company of its agreements hereunder which by the terms hereof are to be performed at or prior to the time of delivery of the Notes and to the following further conditions precedent:
(a) Guaranty. Concurrently with the delivery of the Notes to you on the Closing Date, you shall have received the Guaranty duly executed by the Guarantor.
(b) Closing Certificates. You shall have received certificates dated the Closing Date, the truth and accuracy of which shall be a condition to your obligation to purchase the Notes proposed to be sold to you (i) signed by the President or a Vice President of the Company, and to the effect that (x) the representations and warranties of the Company set forth in Exhibit C hereto are true and correct on and with respect to the Closing Date, (y) the Company has performed all of its obligations hereunder which are to be performed on or prior to the Closing Date, and (z) no Default or Event of Default has occurred and is continuing, and (ii) signed by the President of the Guarantor and to the effect that the representations and warranties set forth in Exhibit D hereto are true and correct on and with respect to the Closing Date.
(c) Legal Opinions. You shall have received from Chapman and Cutler, who are acting as your special counsel in this transaction, and from Hill & Harlow, a Professional Corporation, counsel for the Company and the Guarantor, their respective opinions dated the Closing Date, in form and substance satisfactory to you, and covering the matters set forth in Exhibits E and F, respectively, hereto.
(d) Consents. All requisite filings have been made with, and all necessary consents and approvals, in form and substance satisfactory to you, shall have been obtained from, all applicable regulatory and other governmental authorities and third parties, including, without limitation, the Massachusetts Department of Public Utilities. In addition, the period for the appeal of the authorization orders of the Massachusetts Department of Public Utilities shall have been exhausted and no appeals shall have been made in such period.
(e) Satisfactory Proceedings. All proceedings taken in connection with the transactions contemplated by this Agreement, and all documents necessary to the consummation thereof, shall be satisfactory in form and substance to you and your special counsel, and you shall have received a copy (executed or certified as may be appropriate) of all legal documents or proceedings taken in connection with the consummation of said transactions.
4.2. Waiver of Conditions. If on the Closing Date the Company fails to tender to you the Notes to be issued to you on such date or if the conditions specified in Section 4.1 have not been fulfilled, you may thereupon elect to be relieved of all further obligations under this Agreement. Without limiting the foregoing, if the conditions specified in 54.1 have not been fulfilled, you may waive compliance by the Company with any such condition to such extent as you may in your sole discretion determine. Nothing in this
Section 4.2 shall operate to relieve the Company of any of its obligations hereunder or to waive any of your rights against the Company.
SECTION 5. COMPANY COVENANTS.
From and after the Closing Date and continuing so long as any amount remains unpaid on any Note:
5.1. Corporate Existence, Etc. The Company will preserve and keep in full force and effect, and will cause each Restricted Subsidiary to preserve and keep in full force and effect, its corporate existence and all licenses, permits and franchises necessary to the proper conduct of its business, provided that the foregoing shall not prevent any transaction permitted by Section 5.11.
5.2. Insurance. The Company will maintain, and will cause each Restricted Subsidiary to maintain, insurance coverage by financially sound and reputable insurers and in such forms and amounts and against such risks as are customary for corporations of established reputation engaged in the same or a similar business and owning and operating similar properties, including without limitation, general public liability insurance at any time during which members of the general public are permitted access to the Company's property for recreational purposes.
5.3. Taxes, Claims for Labor and Materials, Compliance with Laws. The Company will promptly pay and discharge, and will cause each Restricted Subsidiary promptly to pay and discharge, all lawful taxes, assessments and governmental charges or levies imposed upon the Company or such Restricted Subsidiary, respectively, or upon or in respect of all or any part of the property or business of the Company or such Restricted Subsidiary, all trade accounts payable in accordance with usual and customary business terms, and all claims for work, labor or materials, which if unpaid might become a Lien upon any property of the Company or such Restricted Subsidiary; provided the Company or such Restricted Subsidiary shall not be required to pay any such tax, assessment, charge, levy, account payable or claim if (i) the validity, applicability or amount thereof is being contested in good faith by appropriate actions or proceedings which will prevent the forfeiture or sale of any property of the Company or such Restricted Subsidiary or any material interference with the use thereof by the Company or such Restricted Subsidiary, and (ii) the Company or such Restricted Subsidiary shall set aside on its books, reserves deemed by it to be adequate with respect thereto. The Company will promptly comply and will cause each Subsidiary to promptly comply with all laws, ordinances or governmental rules and regulations to which it is subject including, without limitation, M.G.L.A. c. 164 and c. 165, to the extent applicable to water companies, the Occupational Safety and Health Act of 1970, as amended, ERISA and all laws, ordinances, governmental rules and regulations relating to environmental protection in all applicable jurisdictions, the violation of which could materially and adversely affect the properties, business, prospects, profits or condition of the Company and its Restricted Subsidiaries or would result in any Lien not permitted under Section 5.1.
5.4. Maintenance, Etc. (a) The Company will maintain, preserve and keep, and will cause each Restricted Subsidiary to maintain, preserve and keep, its properties which are used or useful in the conduct of its business (whether owned in fee or a leasehold interest) in good repair and working order and from time to time will make all necessary repairs, replacements, renewals and additions so that at all times the efficiency thereof shall be maintained.
(b) The Company will accrue on its books annually reserves for depreciation in such amounts as shall be satisfactory to any governmental authority having regulatory jurisdiction over the Company, but in no event less than 1.25% of the Company's depreciable property.
5.5. Nature of Business. Neither the Company nor any Restricted Subsidiary will engage in any business if, as a result, the general nature of the business, taken on a consolidated basis, which would then be engaged in by the Company and its Restricted Subsidiaries would be substantially changed from the storage, transmission and sale of water for domestic, industrial and commercial uses, and activities related thereto.
5.6. Limitations on Current Debt and Funded Debt.
(a) The Company will not, and will not permit any Restricted Subsidiary to,
create, assume or incur or in any manner become liable in respect of any Current Debt or Funded Debt, except:
(1) Funded Debt evidenced by the Notes;
(2) Current Debt and Funded Debt of the Company outstanding as of the date of this Agreement and reflected in Annex I to Exhibit C hereto;
(3) unsecured Funded Debt of the Company and Funded Debt of the Company and its Restricted Subsidiaries secured by Liens permitted by
Section 5.1(g), provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof:
(i) Consolidated Funded Debt shall not exceed 75% of Consolidated Tangible Net Worth, and
(ii) the Net Income Available for Fixed Charges in any consecutive 12 of the 15 calendar months immediately preceding any date of determination thereof shall have equalled at least 175% of Pro Forma Fixed Charges;
(4) any refinancing of Funded Debt issued and outstanding pursuant to Section 5.6(a)(2) or Section 5.6(a)(3) (without increase in principal amount from the amount outstanding on the date of such refinancing);
(5) unsecured Current Debt of the Company, provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof, the aggregate of all Consolidated Funded Debt and Consolidated Current Debt shall not exceed 75% of the sum of Total Capitalization plus Consolidated Current Debt; and
(6) Current Debt or Funded Debt of a Restricted Subsidiary to the Company or to a Wholly-owned Restricted Subsidiary.
(b) Any corporation which becomes a Restricted Subsidiary after the date hereof shall for all purposes of this Section 5.6 be deemed to have created, assumed or incurred at the time it becomes a Restricted Subsidiary all Funded Debt of such corporation existing immediately after it becomes a Restricted Subsidiary.
5.7. Limitation on Liens. The Company will not, and will not permit any Restricted Subsidiary to, create or incur, or suffer to be incurred or to exist, any Lien on its or their property or assets, whether now owned or hereafter acquired, or upon any income or profits therefrom, or transfer any property for the purpose of subjecting the same to the payment of obligations in priority to the payment of its or their general creditors, or acquire or agree to acquire, or permit any Restricted Subsidiary to acquire, any property or assets upon conditional sales agreements or other title retention devices, except:
(a) Liens for property taxes and assessments or governmental charges or levies and Liens securing claims or demands of mechanics and materialmen, provided that payment thereof is not at the time required by
Section 5.3;
(b) Liens of or resulting from any judgment or award, the time for the appeal or petition for rehearing of which shall not have expired, or in respect of which the Company or a
Restricted Subsidiary shall at any time in good faith be prosecuting an appeal or proceeding for a review and in respect of which a stay of execution pending such appeal or proceeding for review shall have been secured;
(c) Liens incidental to the conduct of business or the ownership of properties and assets (including Liens in connection with worker's compensation, unemployment insurance and other like laws, warehousemen's and attorneys' liens and statutory landlords' liens) and Liens to secure the performance of bids, tenders or trade contracts, or to secure statutory obligations, surety or appeal bonds or other Liens of like general nature incurred in the ordinary course of business and not in connection with the borrowing of money, provided in each case, the obligation secured is not overdue or, if overdue, is being contested in good faith by appropriate actions or proceedings;
(d) minor survey exceptions or minor encumbrances, easements or reservations, or rights of others for rights-of-way, utilities and other similar purposes, or zoning or other restrictions as to the use of real properties, which are necessary for the conduct of the activities of the Company and its Restricted Subsidiaries or which customarily exist on properties of corporation's engaged in similar activities and similarly situated and which do not in any event materially impair their use in the operation of the business of the Company and its Restricted Subsidiaries;
(e) Liens securing Indebtedness of a Restricted Subsidiary to the Company or to another Restricted Subsidiary;
(f) hereto; and Liens existing as of September 30, 1990 and reflected in Schedule II
(g) Liens incurred after the Closing Date given to secure the payment of the purchase price incurred in connection with the acquisition of fixed assets useful and intended to be used in carrying on the business of the Company or a Restricted Subsidiary, including Liens existing on such fixed assets at the time of acquisition thereof or at the time of acquisition by the Company or a Restricted Subsidiary of any business entity then owning such fixed assets, whether or not such existing Liens were given to secure the payment of the purchase price of the fixed assets to which they attach so long as they were not incurred, extended or renewed in contemplation of such acquisition, provided that (i) the Lien shall attach solely to the fixed assets acquired or purchased,
(ii) at the time of acquisition of such fixed assets, the aggregate amount remaining unpaid on all Indebtedness secured by Liens on such fixed assets whether or not assumed by the Company or a Restricted Subsidiary shall not exceed an amount equal to 65% (or 100% in the case of Capitalized Leases) of the lesser of the total purchase price or fair market value at the time of acquisition of such fixed assets (as determined in good faith by the Board of Directors of the Company), and (iii) all such Indebtedness shall have been incurred within the applicable limitations provided in Section 5.6(a)(3) or
Section 5.6(a)(4).
5.8. Limitation on Sale and Leasebacks. The Company will not, and will not permit any Restricted Subsidiary to, enter into any arrangement whereby the Company or any Restricted Subsidiary shall sell or transfer any property owned by the Company or any Restricted Subsidiary to any Person other than the Company or a Restricted Subsidiary and thereupon the Company or any Restricted Subsidiary shall lease or intend to lease, as lessee, the same property unless:
(a) (i) the property was owned by the Company or such Restricted Subsidiary
for a period not exceeding 12 months prior to the date of transfer, or (ii) the property consists of real property on which substantial fixed improvements have been constructed within the 12 months prior to the date, of such transfer, regardless of the period during which such real property was owned by the Company or such Restricted Subsidiary prior to the date of transfer; and
(b) such sale and leaseback would be permitted by Sections 5.6, 5.1 and 5.11.
5.9. Restricted Payments. The Company will not, except as hereinafter provided:
(a) Declare or pay any dividends, either in cash or property, on any shares of its capital stock of any class (except dividends or other distributions payable (i) in respect of the Company's 6% cumulative preferred stock and (ii) solely in shares of capital stock of the Company);
(b) Directly or indirectly, or through any Subsidiary, purchase, redeem or retire any shares of its capital stock of any class or any warrants, rights or options to purchase or acquire any shares of its capital stock (other than in exchange for or out of the net cash proceeds to the Company from the substantially concurrent issue or sale of other shares of capital stock of the Company or warrants, rights or options to purchase or acquire any shares of its capital stock); or
(c) Make any other payment or distribution, either directly or indirectly or through any Subsidiary, in respect of its capital stock;
(such declarations or payments of dividends, purchases, redemptions or retirements of capital stock and warrants, rights or options and all such other payments or distributions being herein collectively called "Restricted Payments"), if, after giving effect thereto, either (i) an Event of Default shall have occurred and be continuing or (ii) the sum of (x) the aggregate amount of Restricted Payments made during the period from and after December 31, 1990 to and including the date of the making of the Restricted Payment in question, plus (y) the aggregate amount of all Restricted investments made by the Company or any Restricted Subsidiary during said period would exceed 50% of Consolidated Net Income for such period, computed on a cumulative basis for said entire period after deducting all dividends paid on the 6% cumulative preferred stock of the Company outstanding on the Closing Date (or if such Consolidated Net Income is a deficit figure, then minus 100% of such deficit).
The Company will not declare any dividend which constitutes a Restricted Payment payable more than 60 days after the date of declaration thereof.
For the purposes of this Section 5.9, the amount or any Restricted Payment declared, paid or distributed in property shall be deemed to be the greater of the book value or fair market value (as determined in good faith by the Board of Directors of the Company) of such property at the time of the making of the Restricted Payment in question.
5.10. Investments. The Company will not, and will not permit any Restricted Subsidiary to, make any Investments, other than:
(a) Investments by the Company and its Restricted Subsidiaries in and to Restricted Subsidiaries, including any Investment in a corporation which, after giving effect to
such Investment, will become a Restricted Subsidiary;
(b) Investments in commercial paper maturing in 270 days or less from the date of issuance which, at the time of acquisition by the Company or any Restricted Subsidiary, is accorded the highest rating by Standard & Poor's Corporation ("S&P"), Moody's Investors Service, Inc. ("Moody's") or other nationally recognized credit rating agency of similar standing;
(c) Investments in direct obligations of the United States of America or any agency or instrumentality of the United States of America, the payment or guarantee of which constitutes a full faith and credit obligation of the United States of America, in either case, maturing in twelve months or less from the date of acquisition thereof;
(d) Investments in certificates of deposit maturing within one year from the date of issuance thereof, issued by a bank or trust company organized under the laws of the United States or any state thereof, having capital, surplus and undivided profits aggregating at least $100,000,000 and whose long-term certificates of deposit are, at the time of acquisition thereof by the Company or a Restricted Subsidiary, rated AA or better by S&P or Aa or better by Moody's;
(e) loans or advances in the usual and ordinary course of business to officers, directors and employees for expenses (including moving expenses related to a transfer) incidental to carrying on the business of the Company or any Restricted Subsidiary;
(f) receivables arising from the sale of goods and services in the ordinary course of business of the Company and its Restricted Subsidiaries;
(g) investments in Funded Debt of Barlaco, Inc., a Massachusetts corporation ("Barlaco") incurred for the purpose of paying taxes owed by Barlaco, provided that such Funded Debt shall bear interest (which may be expressed to be payable at the maturity of such Funded Debt); and provided further that such Funded Debt shall have a fixed maturity date and shall become due and payable upon the sale of any real property owned by Barlaco; and
(h) other Investments (in addition to those permitted by the foregoing provisions of this Section 5.10), provided that (i) all such other Investments shall have been made out of funds available for Restricted Payments which the Company or any Restricted Subsidiary would then be permitted to make in accordance with the provisions of Section 5.9 and (ii) after giving effect to such other Investments, no Event of Default shall have occurred and be continuing.
In valuing any Investments for the purpose of applying the limitations set forth in this Section 5.10, such Investments shall be taken at the original cost thereof, without allowance for any subsequent write-offs or appreciation or depreciation therein, but less any amount repaid or recovered on account of capital or principal.
For purposes of this Section 5.10, at any time when a corporation becomes a Restricted Subsidiary, all Investments of such corporation at such time shall be deemed to have been made by such corporation, as a Restricted Subsidiary, at such time.
5.11. Mergers, Consolidations and Sales or Assets.
(a) The Company will not, and will not permit any Restricted Subsidiary to, (i} consolidate with or be a party to a merger with any other corporation or (ii) sell, lease or
otherwise dispose of all or any substantial part (as defined in paragraph (d) of this Section 5.11) of the assets of the Company and its Restricted Subsidiaries, provided, however, that:
(1) any Restricted Subsidiary may merge or consolidate with or into the Company or any Wholly-owned Restricted Subsidiary so long as in any merger or consolidation involving the Company, the Company shall be the surviving or continuing corporation;
(2) the Company may consolidate or merge with any other corporation if (i) the surviving or continuing corporation (the "New Company") shall be a corporation organized and existing under the laws of the United States of America or any State thereof or the District of Columbia, (ii) the New Company shall be a corporation principally engaged in the storage, transmission and sale of water for domestic industrial and commercial uses, and activities related thereto, (iii) the New Company shall expressly and unconditionally assume, by an instrument in writing, both the due and punctual payment of the principal of (and premium, if any) and interest on all the Notes and the due and punctual performance or observance of every covenant of this Agreement and the Notes to be performed or observed by the Company, (iv) the Company shall have delivered to the holders of the Notes a certificate of a responsible officer of the Company and an opinion of counsel, each stating that such consolidation or merger complies with the provisions of this Section 5.11(a)(2) and that all conditions precedent relating to such transaction provided for in this Section 5.11(a)(2) have been met, (v) at the time of such consolidation or merger and after giving effect thereto no Default or Event of Default shall have occurred and be continuing, and (vi) after giving effect to such consolidation or" merger the New Company would be permitted to incur at least $1.00 of additional Funded Debt under the provisions of Section 5.6(a)(3); and
(3) any Restricted Subsidiary may sell, lease or otherwise dispose of all or any substantial part of its assets to the Company or any Wholly-owned Restricted Subsidiary Water Company
(b) The Company will not permit any Restricted Subsidiary to issue or sell any shares of stock of any class (including as "stock" for the purposes of this Section 5.11, any warrants, rights or options to purchase or otherwise acquire stock or other Securities exchangeable for or convertible into stock) of such Restricted Subsidiary to any Person other than the Company or a Wholly-owned Restricted Subsidiary, except for the purpose of qualifying directors, or except in satisfaction of the validly pre-existing preemptive rights of minority shareholders in connection with the simultaneous issuance of stock to the Company and/or a Restricted Subsidiary whereby the Company and/or such Restricted Subsidiary maintain their same proportionate interest in such Restricted Subsidiary.
(c) The Company will not sell, transfer or otherwise dispose of any shares of stock of any Restricted Subsidiary (except to qualify directors or as allowed by Section 5.9) or any Indebtedness of any Restricted Subsidiary, and will not permit any Restricted Subsidiary to sell, transfer or otherwise dispose of (except to the Company or a Wholly-owned Restricted Subsidiary) any shares of stock or any Indebtedness of any other Restricted Subsidiary, unless:
(1) simultaneously with such sale, transfer, or disposition, all shares of stock and all Indebtedness of such Restricted Subsidiary at the time owned by the Company and by every other Restricted Subsidiary shall be sold, transferred or disposed of as an entirety;
(2) the Board of Directors of the Company shall have determined, as evidenced by a resolution thereof, that the proposed sale, transfer or disposition of said shares of stock and
Indebtedness is in the best interests of the Company;
(3) said shares of stock and Indebtedness are sold, transferred or otherwise disposed of to a Person, for a cash consideration and on terms reasonably deemed by the Board of Directors to be adequate and satisfactory;
(4) the Restricted Subsidiary being disposed of shall not have any continuing investment in the Company or any other Restricted Subsidiary not being simultaneously disposed of; and
(5) such sale or other disposition does not involve a substantial part (as hereinafter defined) of the assets of the Company and its Restricted Subsidiaries.
(d) As used in this Section 5.11, a sale, lease or other disposition of assets (a "Disposition") shall be deemed to be a "substantial part" of the assets of the Company and its Restricted Subsidiaries only if the book value of such assets, when added to the book value of all other assets sold, leased or otherwise disposed of by the Company and its Restricted Subsidiaries (other than in the ordinary course of business) either (i) during the 12-month period ending on the date of such Disposition, exceeds 10% of Tangible Assets, determined as of the end of the immediately preceding fiscal year or (ii) during the period from and after the Closing Date to the date of determination thereof exceeds 25% of Tangible Assets determined as of the end of the immediately preceding fiscal year; provided, that the Company and its Restricted Subsidiaries may make a Disposition in excess of the limitations set forth above if the proceeds from such Disposition are (x) applied to the prepayment of the Notes in accordance with the provisions of Section 2.2, Or (y) deposited with a financial institution and held in an account which is (I) segregated from all other accounts of the Company and its Restricted Subsidiaries, (2) invested in Investments of the nature described in Section 5.10(b), (c) or (d) and (3) applied to the purchase of other property of a similar nature and similar value useful and to be used in the business of the Company and its Restricted Subsidiaries. Any proceeds not applied to the purchase of other property pursuant to this Section 5.11(d) within one year from the date of any such Disposition, shall, not later than the first anniversary date of such Disposition, be applied to the prepayment of the Notes in accordance with the provisions of Section 2.2.
5.12. Guaranties. The Company will not, and will not permit any Restricted Subsidiary to, become or be liable in respect of any Guaranty except Guaranties by the Company which are limited in amount to a stated maximum dollar exposure or which constitute Guaranties of obligations incurred by any Restricted Subsidiary in compliance with the provisions of this Agreement.
5.13. Repurchase of Notes. Neither the Company nor any Restricted Subsidiary or Affiliate, directly or indirectly, may repurchase or make any offer to repurchase any Notes unless an offer has been made to repurchase Notes, pro rata, from all holders of the Notes at the same time and upon the same terms. In case the Company repurchases or otherwise acquires any Notes, such Notes shall immediately thereafter be cancelled and no Notes shall be issued in substitution therefor. Without limiting the foregoing, upon the purchase or other acquisition of any Notes by the Company, any Restricted Subsidiary or any Affiliate, such Notes shall no longer be outstanding for purposes of any section of this Agreement relating to the taking by the holders of the Notes of any actions with respect hereto, including, without limitation,
Section 6.3, Section 6.4 and Section 7.1.
5.14. Transactions with Affiliates. The Company will not, and will not permit any Restricted Subsidiary to, enter into or be a party to any transaction or arrangement with any
Affiliate (including, without limitation, the purchase from, sale to or exchange of property with, or the rendering of any service by or for, any Affiliate), except in the ordinary course of and pursuant to the reasonable requirements of the Company's or such Restricted Subsidiary's business and upon fair and reasonable terms no less favorable to the Company or such Restricted Subsidiary than would obtain in a comparable arm's length transaction with a Person other than an Affiliate.
5.15.Termination of Pension Plans. The Company will not and will not permit any Subsidiary to withdraw from any Multiemployer Plan or permit any employee benefit plan maintained by it to be terminated if such withdrawal or termination could result in withdrawal liability (as described in Part I of Subtitle E of Title IV of ERISA) or the imposition of a Lien on any property of the Company or any Subsidiary pursuant to Section 4068 of ERISA.
5.16. Reports and Rights of Inspection. The Company will keep, and will cause each Restricted Subsidiary to keep, proper books of record and account in which full and correct entries will be made of all dealings or transactions of, or in relation to, the business and affairs of the Company or such Restricted Subsidiary, in accordance with GAAP consistently applied (except for changes disclosed in the financial statements furnished to you pursuant to this Section 5.16 and concurred in by the independent public accountants referred to in Section 5.16(b) hereof), and will furnish to you so long as "you are the holder of any Note and to each other institutional Holder of the then outstanding Notes (in duplicate if so specified below or otherwise requested):
(a) Quarterly Statements. As soon as available and in any event within 75 days after the end of the first quarterly fiscal period and within 60 days after the end of each other quarterly fiscal period of each fiscal year, copies of:
(1) consolidated and consolidating balance sheets of the Company and its Restricted Subsidiaries as of the close of such quarterly fiscal period, setting forth in comparative form the consolidated figures for the fiscal year then most recently ended,
(2) consolidated and consolidating statements of income of the Company and its Restricted Subsidiaries for such quarterly fiscal period and for the portion of the fiscal year ending with such quarterly fiscal period, in each case setting forth in comparative form the consolidated figures for the corresponding periods of the preceding fiscal year, and
(3) consolidated and consolidating statements of cash flows of the Company and its Restricted Subsidiaries for the portion of the fiscal year ending with such quarterly fiscal period, setting forth in comparative form the consolidated figures for the corresponding period of the preceding fiscal year,
all in reasonable detail prepared in conformity with the accounting procedures of the Massachusetts Department of Public Utilities and certified as complete and correct by an authorized financial officer of the Company;
(b) Annual Statements. As soon as available and in any event within 120 days after the close of each fiscal year of the Company, copies of:
(1) consolidated and consolidating balance sheets of the Company and its Restricted Subsidiaries as of the close of such fiscal year, and
(2) consolidated and consolidating statements of income and retained earnings
and cash flows of the Company and its Restricted Subsidiaries for such fiscal year,
in each case setting forth in comparative form the consolidated figures for the preceding fiscal year, all in reasonable detail and accompanied by a report thereon of a firm of independent public accountants of recognized national standing selected by the Company to the effect that the consolidated financial statements present fairly, in all material respects, the consolidated financial position of the Company and its Restricted Subsidiaries as of the end of the fiscal year being reported on and the consolidated results of the operations and cash flows for said year in conformity with GAAP and that the examination such accountants in connection with such financial statements has been conducted in accordance with generally accepted auditing standards and included such tests of the accounting records and such other auditing procedures as said accountants deemed necessary in the circumstances;
(c) Audit Reports. Promptly upon receipt thereof, one copy of each interim or special audit made by independent accountants of the books of the Company or any Restricted Subsidiary and any management letter received from such accountants;
(d) SEC and Other Reports. Promptly upon their becoming available, one copy of each financial statement, report, notice or proxy statement sent by the Company to stockholders generally and of each regular or periodic report, and any registration statement or prospectus filed by the Company or any Subsidiary with any securities exchange or the Securities and Exchange Commission or any successor agency, and copies of any orders in any proceedings to which the Company or any of its Subsidiaries is a party, issued by any governmental agency, Federal or state, having jurisdiction over the Company or any of its Subsidiaries;
(e) ERISA Reports. Promptly upon the occurrence thereof, written notice of (i) a Reportable Event with respect to any Plan; (ii) the institution of any steps by the Company, any ERISA Affiliate, the PBGC or any other person to terminate any Plan; (iii) the institution of any steps by the Company or any ERISA Affiliate to withdraw from any Plan; (iv) a non-exempt "prohibited transaction" within the meaning of Section 406 of ERISA in connection with any Plan; (v) any material increase in the contingent liability of the Company or any Restricted Subsidiary with respect to any post-retirement welfare liability; or (vi) the taking of any action by, or the threatening of the taking of any action by, the Internal Revenue Service, the Department of Labor or the PBGC with respect to any of the foregoing;
(f) Officer's Certificates. Within the periods provided in paragraphs (a) and (b) above, a certificate of an authorized financial officer of the Company stating that such officer has reviewed the provisions of this Agreement and setting forth: (i) the information and computations (in sufficient detail) required in order to establish whether the Company was in compliance with the requirements of Section 5.6 through Section 5.15 at the end of the period covered by the financial statements then being furnished, and (ii) whether there existed as of the date of such financial statements and whether, to the best of such officer's knowledge, there exists on the date of the certificate or existed at any time during the period covered by such financial statements any Default or Event of Default and, if any such condition or event exists on the date of the certificate, specifying the nature and period of existence thereof and the action the Company is taking and proposes to take with respect thereto;
(g) Accountant's Certificates. Within the period provided in paragraph (b) above, a certificate of the accountants who render an opinion with respect to such financial statements, stating that they have reviewed this Agreement and stating further whether, in making their audit, such accountants have become aware of any Default or Event of Default under any of the terms
or provisions of this Agreement insofar as any such terms or provisions pertain to or involve accounting matters or determinations, and if any such condition or event then exists, specifying the nature and period of existence thereof;
(h) Unrestricted Subsidiaries. Within the respective periods provided in paragraphs (a) and (b) above, financial statements of the character and for the dates and periods as in said paragraphs (a) and (b) provided covering each Unrestricted Subsidiary (or groups of Unrestricted Subsidiaries on a consolidated basis); and
(i) Requested Information. With reasonable promptness, such other data and information as you or any such Institutional Holder may reasonably request.
Without limiting the foregoing, the Company will permit you, so long as you are the holder of any Note, and each Institutional Holder of the then outstanding Notes (or such Persons as either you or such Institutional Holder may designate), to visit and inspect, under the Company's guidance, any of the properties of the Company or any Restricted Subsidiary, to examine all of their books of account, records, reports and other papers, to make copies and extracts therefrom and to discuss their respective affairs, finances and accounts with their respective officers, employees, and independent public accountants (and by this provision the Company authorizes said accountants to discuss with you the finances and affairs of the Company and its Restricted Subsidiaries) all at such reasonable times and as often as may be reasonably requested, but, in aggregate, not more than four times in a calendar year; provided that prior to the occurrence of an alleged Event of Default, the Company shall have received reasonable notice of such visit.
SECTION 6. EVENTS OF DEFAULT AND REMEDIES THEREFOR.
6.1. Events of Default. Anyone or more of the following shall constitute an "Event of Default" as such term is used herein:
(a) Default shall occur in the payment of interest on any Note when the same shall have become due and such default shall continue for more than five days; or
(b) Default shall occur in the making of any required prepayment on any of the Notes as provided in Section 2.1; or
(c) Default shall occur in the making of any other payment of the principal of any Note or premium, if any, thereon at the expressed or any accelerated maturity date or at any date fixed for prepayment; or
(d) Default shall be made in the payment when due (whether by lapse of time, by declaration, by call for redemption or otherwise) of the principal of or interest on any Funded Debt or Current Debt (other than the Notes) of the Company or any Restricted Subsidiary and such default shall continue beyond the period of grace, if any, allowed with respect thereto; or
(e) Default or the happening of any event shall occur under any indenture, agreement or other instrument under which any Funded Debt or Current Debt of the Company or any Restricted Subsidiary may be issued and such default or event shall continue for a period of time sufficient to permit the acceleration of the maturity of any Funded Debt or Current Debt of the Company or any Restricted Subsidiary outstanding thereunder; or
(f) Default shall occur in the observance or performance of any covenant or
agreement contained in Section 5.6 through Section 5.11; or
(g) Default shall occur in the observance or performance of any covenant or agreement contained in Sections 7.3 through 7.8, both inclusive, or Section 7.10 or Section 8 of the Guaranty; or
(h) Default shall occur in the observance or performance of any other provision of this Agreement which is not remedied within 30 days after the earlier of (i) the day on which the Company first obtains knowledge of such default, or (ii) the day on which written notice thereof is given to the Company by the holder of any Note; or
(i) Default shall occur in the observance or performance of any other provision of the Guaranty which is not remedied within 30 days after the earlier of (i) the day on which the Guarantor first obtains knowledge of such default or (ii) the day on which written notice thereof is given to the Guarantor by the holder of any Note; or
(j) Any representation or warranty made by the Company herein, or made by the Company in any statement or certificate furnished by the Company in connection with the consummation of the issuance and delivery of the Notes or furnished by the Company pursuant hereto, is untrue in any material respect as of the date of the issuance or making thereof; or
(k) Any representation or warranty made by the Guarantor in the Guaranty, or made by the Guarantor in any statement or certificate furnished by the Guarantor pursuant thereto or hereto, is untrue in any material respect as of the date of the issuance or making thereof; or
(l) The Guaranty shall cease to be in full force and effect for any reason whatsoever, including without limitation, a determination by any governmental body or court that the Guaranty is invalid, void or unenforceable or the Guarantor shall contest or deny in writing the validity or enforceability of any of its obligations under the Guaranty; or
(m) Final judgment or judgments for the payment of money aggregating in excess of $100,000 is or are outstanding against the Guarantor, the Company or any Restricted Subsidiary or against any property or assets of either and any one of such judgments has remained unpaid, unvacated, unbonded or unstayed by appeal or otherwise for a period of 60 days from the date of its entry; or
(n) A custodian, liquidator, trustee or receiver is appointed for the Guarantor, the Company or any Restricted Subsidiary or for the major part of the property of either and is not discharged within 60 days after such appointment; or
(o) The Guarantor, the Company or any Restricted Subsidiary becomes insolvent or bankrupt, is generally not paying its debts as they become due or makes an assignment for the benefit of creditors, or the Guarantor, the Company or any Restricted Subsidiary applies for or consents to the appointment of a custodian, liquidator, trustee or receiver for the Guarantor, the Company or such Restricted Subsidiary or for the major part of the property of any such Person; or
(p) Bankruptcy, reorganization, arrangement or insolvency proceedings, or other proceedings for relief under any bankruptcy or similar law or laws for the relief of debtors, are instituted by or against the Guarantor, the Company or any Restricted Subsidiary and, if instituted
against the Guarantor, the Company or any Restricted Subsidiary, are consented to or are not dismissed within 60 days after such institution.
6.2. Notice to Holders. When any Event of Default described in the foregoing Section 6.1 has occurred, or if the holder of any Note or of any other evidence of Funded Debt or Current Debt of the Company gives any notice or takes any other action with respect to a claimed default, the Company agrees to give notice within three business days of such event to all holders of the Notes then outstanding.
6.3. Acceleration of Maturities. When any Event of Default described in paragraph (a), (b) or (c) of Section 6.1 has happened and is continuing, any holder of any Note may, and when any Event of Default described in paragraphs (d) through (n), inclusive, of said Section 6.1 has happened and is continuing, the holder or holders of 2596 or more of the principal amount of Notes at the time outstanding may, by notice to the Company, declare the entire principal and all interest accrued on all Notes to be, and all Notes shall thereupon become, forthwith due and payable, without any presentment, demand, protest or other notice of any kind, all of which are hereby expressly waived. When any Event of Default described in paragraph (o) or (p) of Section 6.1 has occurred, then all outstanding Notes shall immediately become due and payable without presentment, demand or notice of any kind. Upon the Notes becoming due and payable as a result of any Event of Default as aforesaid, the Company will forthwith pay to the holders of the Notes the entire principal and interest accrued on the Notes and, to the extent not prohibited by applicable law, an amount as liquidated damages for the loss of the bargain evidenced hereby (and not as a penalty) equal to the Make-Whole Amount, determined as of the date on which the Notes shall so become due and payable. No course of dealing on the part of the holder or holders of any Notes nor any delay or failure on the part of any holder of Notes to exercise any right shall operate as a waiver of such right or otherwise prejudice such holder's rights, powers and remedies. The Company further agrees, to the extent permitted by law, to pay to the holder or holders of the Notes all costs and expenses incurred by them in the collection of any Notes upon any default hereunder or thereon, including reasonable compensation to such holder's or holders' attorneys for all services rendered in connection therewith.
6.4. Rescission of Acceleration. The provisions of Section 6.3 are subject to the condition that if the principal of and accrued interest on all or any outstanding Notes have been declared immediately due and payable by reason of the occurrence of any Event of Default described in paragraphs (a) through (n), inclusive, of Section 6.1, the holders of 66-2/3% in aggregate principal amount of the Notes then outstanding may, by written instrument filed with the Company, rescind and annul such declaration and the consequences thereof, provided that at the time such declaration is annulled and rescinded:
(a) no judgment or decree has been entered for the payment of any monies due pursuant to the Notes or this Agreement;
(b) all arrears of interest upon all the Notes and all other sums payable under the Notes and under this Agreement (except any principal, interest or premium on the Notes which has become due and payable solely by reason of such declaration under Section 6.3) shall have been duly paid; and
(c) each and every other Default and Event of Default shall have been made good, cured or waived pursuant to Section 7.1;
and provided further, that no such rescission and annulment shall extend to or affect any
subsequent Default or Event of Default or impair any right consequent thereto.
SECTION 7. AMENDMENTS, WAIVERS AND CONSENTS.
7.1. Consent Required. Any term, covenant, agreement or condition of this Agreement may, with the consent of the Company, be amended or compliance therewith may be waived (either generally or in a particular instance and either retroactively or prospectively), if the Company shall have obtained the consent in writing of the holders of at least 66-2/3% in aggregate principal amount of outstanding Notes; provided that without the written consent of the holders of all of the Notes then outstanding, no such amendment or waiver shall be effective which will change (i) the time of payment (including any prepayment required by Section 2.1) of the principal of or the interest on any Note or change the principal amount thereof or change the rate of interest thereon, or
(ii) any of the provisions with respect to optional prepayments, or (iii) the percentage of holders of the Notes required to consent to any such amendment or waiver of any of the provisions of this Section 7 or Section 6.
7.2. Solicitation of Holders. So long as there are any Notes outstanding, the Company will not solicit, request or negotiate for or with respect to any proposed waiver or amendment of any of the provisions of this Agreement or the Notes unless each holder of Notes (irrespective of the amount of Notes then owned by it) shall be informed thereof by the Company and shall be afforded the opportunity of considering the same and shall be supplied by the Company with sufficient information to enable it to make an informed decision with respect thereto. The Company will not, directly or indirectly, payor cause to be paid any remuneration, whether by way of supplemental or additional interest, fee or otherwise, to any holder of Notes as consideration for or as an inducement to entering into by any holder of Notes of any waiver or amendment of any of the terms and provisions of this Agreement or the Notes unless such remuneration is concurrently offered, on the same terms, ratably to the holders of all Notes then outstanding.
7.3. Effect of Amendment or Waiver. Any such amendment or waiver shall apply equally to all of the holders of the Notes and shall be binding upon them, upon each future holder of any Note and upon the Company, whether or not such Note shall have been marked to indicate such amendment or waiver. No such amendment or waiver shall extend to or affect any obligation not expressly amended or waived or impair any right consequent thereon.
SECTION 8. INTERPRETATION OF AGREEMENT; DEFINITIONS.
8.1. Definitions. Unless the context otherwise requires, the terms hereinafter set forth when used herein shall have the following meanings and the following definitions shall be equally applicable to both the singular and plural forms of any of the terms herein defined:
" Affiliate" shall mean any Person (other than a Restricted Subsidiary) (i) which directly or indirectly through one or more intermediaries controls, or is controlled by, or is under common control with, the Company,
(ii) which beneficially owns or holds 5% or more of any class of the Voting Stock of the Company or (iii) 5% or more of the Voting Stock (or in the case of a Person which is not a corporation, 5% or more of the equity interest) of which is beneficially owned or held by the Company or a Subsidiary. The term "control" means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a Person, whether through the ownership of Voting Stock, by contract or otherwise.
"Capitalized Lease" shall mean any lease the obligation for Rentals with respect
to which is required to be capitalized on a consolidated balance sheet of the lessee and its subsidiaries in accordance with GAAP.
"Capitalized Rentals" of any Person shall mean as of the date of any determination thereof the amount at which the aggregate Rentals due and to become due under all Capitalized Leases under which such Person is a lessee would be reflected as a liability on a consolidated balance sheet of such Person.
"Company" shall mean Barnstable Water Company, a Massachusetts corporation, and any Person who succeeds to all, or substantially all, of the assets and business of Barnstable Water Company.
"Consolidated Current Debt" shall mean all Current Debt of the Company and its Restricted Subsidiaries, determined on a consolidated basis eliminating intercompany items.
"Consolidated Funded Debt" shall mean all Funded Debt of the Company and its Restricted Subsidiaries, determined on a consolidated basis eliminating intercompany items.
"Consolidated Net Income" for any period shall mean the gross revenues of the Company and its Restricted Subsidiaries for such period less all expenses and other proper charges (including taxes on income), determined on a consolidated basis after eliminating earnings or losses attributable to outstanding Minority Interests, but excluding in any event:
(a) any gains or losses on the sale or other disposition of Investments or fixed or capital assets, and any taxes on such excluded gains and any tax deductions or credits on account of any such excluded losses;
(b) the proceeds of any life insurance policy;
(c) net earnings and losses of any Restricted Subsidiary accrued prior to the date it became a Restricted Subsidiary;
(d) net earnings and losses of any corporation (other than a Restricted subsidiary), substantially all the assets of which have been acquired in any manner by the Company or any Restricted Subsidiary, realized by such corporation prior to the date of such acquisition;
(e) net earnings and losses of any corporation (other than a Restricted Subsidiary) with which the Company or a Restricted Subsidiary shall have consolidated or which shall have merged into or with the Company or a Restricted Subsidiary prior to the date of such consolidation or merger;
(f) net earnings of any business entity (other than a Restricted Subsidiary) in which the Company or any Restricted Subsidiary has an ownership interest unless such net earnings shall have actually been received by the Company or such Restricted Subsidiary in the form of cash distributions;
(g) any portion of the net earnings of any Restricted Subsidiary which for any reason is unavailable for payment of dividends to the Company or any other Restricted Subsidiary;
(h) earnings resulting from any reappraisal, revaluation or write-up of assets;
(i) any deferred or other credit representing any excess of the equity in any Subsidiary at the date of acquisition thereof over the amount invested in such Subsidiary;
(j) any gain arising from the acquisition of any Securities of the Company or any Restricted Subsidiary; and
(k) any reversal of any contingency reserve, except to the extent that provision for such contingency reserve shall have been made from income arising during such period.
"Consolidated Net Tangible Assets" shall mean as of the date of any determination thereof the total amount of all Tangible Assets of the Company and its Restricted Subsidiaries after deducting therefrom all Restricted Investments and all items which in accordance with GAAP would be included on the liability and equity side of a consolidated balance sheet, except deferred income taxes, deferred investment tax credits capital stock of any class, surplus and Consolidated Funded Debt.
"Consolidated Tangible Net Worth" shall mean as of the date of any determination thereof Consolidated Net Tangible Assets less all outstanding Funded Debt, deferred income taxes and deferred investment tax credits of the Company and its Restricted Subsidiaries.
"Current Debt" of any Person shall mean as of the date of any determination thereof (i) all Indebtedness of such Person for borrowed money other than Funded Debt of such Person and (ii) Guaranties by such Person of Current Debt of others.
"Default" shall mean any event or condition the occurrence of which would, with the lapse of time or the giving of notice, or both, constitute an Event of Default.
"ERISA" shall mean the Employee Retirement Income Security Act of 1974, as amended, and any successor statute of similar import, together with the regulations thereunder, in each case as in effect from time to time. References to sections of ERISA shall be construed to also refer to any Successor sections.
"ERISA Affiliate" shall mean any corporation, trade or business that is, along with the Company, a member of a controlled group of corporations or a controlled group of trades or businesses, as described in section 414(b) and 414(c), respectively, of the Code or Section 4001 of ERISA.
"Event of Default" shall have the meaning set forth in Section 6.1.
"Fired Charges" for any period shall mean on a consolidated basis the sum of (i) all Rentals (other than Rentals on Capitalized Leases) payable during such period by the Company and its Restricted Subsidiaries and
(ii) all interest and all amortization of debt discount and expense on all Indebtedness (including the interest component of Rentals on Capitalized Leases) of the Company and its Restricted Subsidiaries. Computations of Fixed Charges on a pro forma basis for Indebtedness having a variable interest rate shall be calculated at the rate in effect on the date of any determination.
"Funded Debt" of any Person shall mean (i) all Indebtedness of such Person for borrowed money or which has been incurred in connection with the acquisition of assets in each case having a final maturity of one or more than one year from the date of origin thereof (or which is renewable or extendible at the sole option of the obligor for a period or periods more than one year from the date of origin), including all payments in respect thereof that are required to be made within one year from the date of any determination of Funded Debt, whether or not the obligation to make such payments shall constitute a current liability of the obligor under GAAP, (ii) all Capitalized Rentals of such Person, and (iii) all Guaranties by such Person of Funded Debt of others.
"GAAP" shall mean generally accepted accounting principles at the time.
"Guaranties" by any Person shall mean all obligations (other than endorsements in the ordinary course of business of negotiable instruments for deposit or collection) of such Person guaranteeing, or in effect guaranteeing, any Indebtedness, dividend or other obligation of any other Person (the "primary obligor") in any manner, whether directly or indirectly, including, without limitation, all obligations incurred through an agreement, contingent or otherwise, by such Person: (i) to purchase such Indebtedness or obligation or any property or assets constituting security therefor, (ii) to advance or supply funds (x) for the purchase or payment of such Indebtedness or obligation, (y) to maintain working capital or other balance sheet condition or otherwise to advance or make available funds for the purchase or payment of such Indebtedness or obligation, (iii) to lease property or to purchase Securities or other property or services primarily for the purpose of assuring the owner of such Indebtedness or obligation of the ability of the primary obligor to make payment of the Indebtedness or obligation, or (iv) otherwise to assure the owner of the Indebtedness or obligation of the primary obligor against loss in respect thereof. For the purposes of all computations made under this Agreement, a Guaranty in respect of any Indebtedness for borrowed money shall be deemed to be Indebtedness equal to the principal amount of such Indebtedness for borrowed money which has been guaranteed, and a Guaranty in respect of any other obligation or liability or any dividend shall be deemed to be Indebtedness equal to the maximum aggregate amount of such obligation, liability or dividend.
"Guarantor" shall mean Barnstable Holding Co., Inc., a Delaware corporation of which the Company is a subsidiary and any Person who succeeds to all or substantially all, of the assets and business of Barnstable Holding Co., Inc.
"Guaranty" shall mean the Guaranty Agreement described in
Section 1.3 hereof, as the same may from time to time be amended or modified.
"Indebtedness" of any Person shall mean and include all obligations of such Person which in accordance with GAAP shall be classified upon a balance sheet of such Person as liabilities of such Person, and in any event shall include all (i) obligations of such Person for borrowed money or which has been incurred in connection with the acquisition of property or assets, (ii) obligations secured by any Lien upon property or assets owned by such Person, even though such Person has not assumed or become liable for the payment of such obligations, (iii) obligations created or arising under any conditional sale or other title retention agreement with respect to property acquired by such Person, notwithstanding the fact that the rights and remedies of the seller, lender or lessor under such agreement in the event of default are limited to repossession or sale of property, (iv) Capitalized Rentals and (v) Guaranties of obligations of others of the character referred to in this definition.
"Institutional Holder" shall mean any "qualified institutional buyer," as defined
in Rule 144A promulgated under the Securities Exchange Act of 1934, as said Rule may from time to time be amended.
"Investments" shall mean all investments, in cash or by delivery of property made, directly or indirectly in any Person, whether by acquisition of shares of capital stock, indebtedness or other obligations or Securities or by loan, advance, capital contribution or otherwise; provided, however, that "Investments" shall not mean or include routine investments in property to be used or consumed in the ordinary course of business or demand deposits in bank accounts maintained in the ordinary course of business.
"Lien" shall mean any interest in property securing an obligation owed to, or a claim by, a Person other than the owner of the property, whether such interest is based on the common law, statute or contract, and including but not limited to the security interest lien arising from a mortgage, encumbrance, pledge, conditional sale or trust receipt or a lease, consignment or bailment for security purposes. The term "Lien" shall include reservations, exceptions encroachments, easements, rights-of-way, covenants, conditions, restrictions, leases and other title exceptions and encumbrances (including, with respect to stock, stockholder agreements, voting trust agreements, buyback agreements and all similar arrangements) affecting property. For the purposes of this Agreement, the Company or a Restricted Subsidiary shall be deemed to be the owner of any property which it has acquired or holds subject to a conditional sale agreement, Capitalized Lease or other arrangement pursuant to which title to the property has been retained by or vested in some other Person for security purposes and such retention or vesting shall constitute a Lien.
"Make-Whole Amount" shall mean in connection with any prepayment or acceleration of the Notes the excess, if any, of (i) the aggregate present value as of the date of such prepayment of each dollar of principal being prepaid (taking into account the application of such prepayment required by Section 2.1) and the amount of interest (exclusive of interest accrued to the date of prepayment) that would have been payable in respect of such dollar if such prepayment had not been made, determined by discounting such amounts at the Reinvestment Rate from the respective dates on which they would have been payable, over (ii) 100% of the principal amount of the outstanding Notes being prepaid. If the Reinvestment Rate is equal to or higher than 10.2%, the Make-Whole Amount shall be zero. For purposes of any determination of the Make Whole Amount;
"Reinvestment Rate" shall mean the arithmetic mean of the yields under the respective headings "This Week" and "Last Week" published in the Statistical Release under the caption "Treasury Constant Maturities" for the maturity (rounded to the nearest month) corresponding to the Weighted Average Life to Maturity of the principal being prepaid (taking into account the application of such prepayment required by 52.1). If no maturity exactly corresponds to such Weighted Average Life to Maturity, yields for the two published maturities most closely corresponding to such Weighted Average Life to Maturity shall be calculated pursuant to the immediately preceding sentence and the Reinvestment Rate shall be interpolated or extrapolated from such yields on a straight-line basis, rounding in each of such relevant periods to the nearest month. For the purposes of calculating the Reinvestment Rate, the most recent Statistical Release published prior to the date of determination of the Make-Whole Amount shall be used.
"Statistical Release" shall mean the then most recently published statistical release designated "H.15(519)" or any successor which is published weekly by the Federal Reserve System and which establishes yields on actively traded U.S. Government Securities
adjusted to constant maturities or, if such statistical release is not published at the time of any determination hereunder, then such other reasonably comparable index which shall be designated by the holders of 66-2/396 in aggregate principal amount of the outstanding Notes.
"Weighted Average Life to Maturity" of the principal amount of the Notes being prepaid shall mean, as of the time of any determination thereof, the number of years obtained by dividing the then Remaining Dollar-Years of such principal by the aggregate amount of such principal. The term "Remaining Dollar-Years" of such principal shall mean the amount obtained by (i) multiplying (x) the remainder of (1) the amount of principal that would have become due on each scheduled payment date if such prepayment had not been made, less (2) the amount of principal on the Notes scheduled to become due on such date after giving effect to such prepayment and the application thereof in accordance with the provisions of Section 2.1, by (y) the number of years (calculated to the nearest one-twelfth) which will elapse between the date of determination and such scheduled payment date, and (ii) totalling the products obtained in (i).
"Minority Interests" shall mean any shares of stock of any class of a Restricted Subsidiary (other than directors' qualifying shares as required by law) that are not owned by the Company and/or one or more of its Restricted Subsidiaries. Minority Interests shall be valued by valuing Minority Interests constituting preferred stock at the voluntary or involuntary liquidating value of such preferred stock, whichever is greater, and by valuing Minority Interests constituting common stock at the book value of capital and surplus applicable thereto adjusted, if necessary, to reflect any changes from the book value of such common stock required by the foregoing method of valuing Minority Interests in preferred stock.
"Multiemployer Plan" shall have the same meaning as in ERISA.
"Net Income Available for Fixed Charges" for any period shall mean the sum of (i) Consolidated Net Income during such period plus (to the extent deducted in determining Consolidated Net Income), (ii) all provisions for any Federal, state or other income taxes made by the Company and its Restricted Subsidiaries during such period and (iii) Fixed Charges of the Company and its Restricted Subsidiaries during such period.
"PBGC" means the Pension Benefit Guaranty Corporation and any entity succeeding to any or all of its functions under ERISA.
"Person" shall mean an individual, partnership, corporation, trust or unincorporated organization, and a government or agency or political subdivision thereof.
"Plan" means a "pension plan," as such term is defined in ERISA, established or maintained by the Company or any ERISA Affiliate or as to which the Company or any ERISA Affiliate contributed or is a member or otherwise may have any liability.
"Pro Forma Fixed Charges" for any period shall mean, as of the date of any determination thereof, the maximum aggregate amount of Fixed Charges which would have become payable by the Company and its Restricted Subsidiaries in such period determined on a pro forma basis giving effect as of the beginning of such period to the incurrence of any Funded Debt (including Capitalized Rentals) and the concurrent retirement of outstanding Funded Debt or Current Debt or termination of any Capitalized Leases.
"Purchaser" shall have the meaning set forth in Section 1.1.
"Rentals" shall mean and include as of the date of any determination thereof all fixed payments (including as such all payments which the lessee is obligated to make to the lessor on termination of the lease or surrender of the property) payable by the Company or a Restricted Subsidiary, as lessee or sublessee under a lease of real or personal property, but shall be exclusive of any amounts required to be paid by the Company or a Restricted Subsidiary (whether or not designated as rents or additional rents) on account of maintenance, repairs, insurance, taxes and similar charges. Fixed rents under any so-called "percentage leases" shall be computed solely on the basis of the minimum rents, if any, required to be paid by the lessee regardless of sales volume or gross revenues.
"Reportable Event" shall have the same meaning as in ERISA.
"Restricted Investments" shall mean all Investments, other than Investments described in clauses (a) through (g) of Section 5.10.
"Restricted Subsidiary" shall mean any Subsidiary (i) which is organized under the laws of the United States or any State thereof; (ii) which conducts substantially all of its business and has substantially all of its assets within the United States; and (iii) of which more than 8096 (by number of votes) of the Voting Stock is beneficially owned, directly or indirectly, by the Company.
"Security" shall have the same meaning as in Section 2(1) of the Securities Act of 1933, as amended.
The term "subsidiary" shall mean as to any particular parent corporation any corporation of which more than 5096 (by number of votes) of the Voting Stock shall be beneficially owned, directly or indirectly, by such parent corporation. The term "Subsidiary" shall mean a subsidiary of the Company.
"Tangible Assets" shall mean as of the date of any determination thereof the total amount of all assets of the Company and its Restricted Subsidiaries (less depreciation, depletion and other properly deductible valuation reserves) after deducting good will, patents, trade names, trade marks, copyrights, franchises, experimental expense, organization expense, unamortized debt discount and expense, deferred assets other than prepaid insurance and prepaid taxes, the excess of cost of shares acquired over book value of related assets and such other assets as are properly classified as "intangible assets" in accordance with GAAP.
"Total Capitalization" shall mean, at any date of determination thereof, the sum of (i) the aggregate principal amount of all Consolidated Funded Debt then outstanding plus (ii) Consolidated Tangible Net Worth as of such date.
"Unrestricted Subsidiary" shall mean any Subsidiary which is not a Restricted Subsidiary.
"Voting Stock" shall mean Securities of any class or classes, the holders of which are ordinarily, in the absence of contingencies, entitled to elect a majority of the corporate directors (or Persons performing similar functions).
"Wholly-owned" when used in connection with any Subsidiary shall mean a Subsidiary of which all of the issued and outstanding shares of stock (except shares required as directors' qualifying shares) and all Funded Debt and Current Debt shall be owned by the
Company and/or one or more of its Wholly-owned Subsidiaries.
8.2. Accounting Principles. Where the character or amount of any asset or liability or item of income or expense is required to be determined or any consolidation or other accounting computation is required to be made for the purposes of this Agreement, the same shall be done in accordance with GAAP, to the extent applicable, except where such principles are inconsistent with the requirements of this Agreement.
8.3. Directly or Indirectly. Where any provision in this Agreement refers to action to be taken by any Person, or which such Person is prohibited from taking, such provision shall be applicable whether the action in question is taken directly or indirectly by such Person.
SECTION 9. MISCELLANEOUS.
9.1. Registered Notes. The Company shall cause to be kept at its principal office a register for the registration and transfer of the Notes (hereinafter called the "Note Register"), and the Company will register or transfer or cause to be registered or transferred, as hereinafter provided and under such reasonable regulations as it may prescribe, any Note issued pursuant to this Agreement.
At any time and from time to time the registered holder of any Note which has been duly registered as hereinabove provided may transfer such Note upon surrender thereof at the principal office of the Company duly endorsed or accompanied by a written instrument of transfer duly executed by the registered holder of such Note or its attorney duly authorized in writing.
The Person in whose name any registered Note shall be registered shall be deemed and treated as the owner and holder thereof for all purposes of this Agreement. Payment of or on account of the principal, premium, if any, and interest on any registered Note shall be made to or upon the written order of such registered holder.
9.2. Exchange of Notes. At any time and from time to time, upon not less than ten days' notice to that effect given by the holder of any Note initially delivered or of any Note substituted therefor pursuant to Section 9.1, this Section 9.2 or Section 9.3, and, upon surrender of such Note at its office, the Company will deliver in exchange therefor, without expense to such holder, except as set forth below, a Note for the same aggregate principal amount as the then unpaid principal amount of the Note so surrendered, or Notes in the denomination of $100,000 or any amount in excess thereof as such holder shall specify, dated as of the date to which interest has been paid on the Note so surrendered or, if such surrender is prior to the payment of any interest thereon, then dated as of the date of issue, registered in the name of such Person or Persons as may be designated by such holder, and otherwise of the same form and tenor as the Notes so surrendered for exchange. The Company may require the payment of a sum sufficient to cover any stamp tax or governmental charge imposed upon such exchange or transfer.
9.3. Loss, Theft, Etc. of Notes. Upon receipt of evidence satisfactory to the Company of the loss, theft, mutilation or destruction of any Note, and in the case of any such loss, theft or destruction upon delivery of a bond of indemnity in such form and amount as shall be reasonably satisfactory to the Company, or in the event of such mutilation upon surrender and cancellation of the Note, the Company will make and deliver without expense to the holder thereof, a new Note, of like tenor, in lieu of such lost, stolen, destroyed or mutilated Note. If the Purchaser or any subsequent Institutional Holder is the owner of any such lost, stolen or
destroyed Note, then the affidavit of an authorized officer of such owner, setting forth the fact of loss, theft or destruction and of its ownership of such Note at the time of such loss, theft or destruction shall be accepted as satisfactory evidence thereof and no further indemnity shall be required as a condition to the execution and delivery of a new Note other than the written agreement of such owner to indemnify the Company.
9.4. Expenses, Stamp Tax Indemnity. Whether or not the transactions herein contemplated shall be consummated, the Company agrees to pay directly all of your out-of-pocket expenses in connection with the preparation, execution and delivery of this Agreement and the transactions contemplated hereby, including but not limited to the reasonable charges and disbursements of Chapman and Cutler, your special counsel, duplicating and printing costs and charges for shipping the Notes, adequately insured to you at your home office or at such other place as you may designate, and all such expenses relating to any amendment, waivers or consents pursuant to the provisions hereof, including, without limitation, any amendments, waivers, or consents resulting from any work-out, re-negotiation or restructuring relating to the performance by the Company of its obligations under this Agreement and the Notes. The Company also agrees that it will pay and save you harmless against any and all liability with respect to stamp and other taxes, if any, which may be payable or which may be determined to be payable in connection with the execution and delivery of this Agreement or the Notes, whether or not any Notes are then outstanding. The Company agrees to protect and indemnify you against any liability for any and all brokerage fees and commissions payable or claimed to be payable to any Person in connection with the transactions contemplated by this Agreement.
9.5. Powers and Rights Not Waived; Remedies Cumulative. No delay or failure on the part of the holder of any Note in the exercise of any power or right shall operate as a waiver thereof; nor shall any single or partial exercise of the same preclude any other or further exercise thereof, or the exercise of any other power or right, and the rights and remedies of the holder of any Note are cumulative to, and are not exclusive of, any rights or remedies any such holder would otherwise have.
9.6. Notices. All communications provided for hereunder shall be in writing and, if to you, delivered or mailed prepaid by registered or certified mail or overnight air courier, or by facsimile communication, in each case addressed to you at your address appearing on Schedule I to this Agreement or such other address as you or the subsequent holder of any Note initially issued to you may designate to the Company in writing, and if to the Company, delivered or mailed by registered or certified mail or overnight air courier, or by facsimile communication, to the Company at 47 Old Yarmouth Road, Hyannis, Massachusetts 02601-0326, Attention: President or to such other address as the Company may in writing designate to you or to a subsequent holder of the Note initially issued to you; provided, however, that a notice to you by overnight air courier shall only be effective if delivered to you at a street address designated for such purpose in Schedule I, and a notice to you by facsimile communication shall only be effective if made by confirmed transmission to you at a telephone number designated for such purpose in Schedule I, or, in either case, as you or a subsequent holder of any Note initially issued to you may designate to the Company in writing.
9.7. Successors and Assigns. This Agreement shall be binding upon the Company and its successors and assigns and shall inure to your benefit and to the benefit of your successors and assigns, including each successive holder or holders of any Notes.
9.8. Survival of Covenants and Representations. All covenants, representations and warranties made by the Company herein and in any certificates delivered pursuant
hereto, whether or not in connection with the Closing Date, shall survive the closing and the delivery of this Agreement and the Notes.
9.9. Severability. Should any part of this Agreement for any reason be declared invalid or unenforceable, such decision shall not affect the validity or enforceability of any remaining portion, which remaining portion shall remain in force and effect as if this Agreement had been executed with the invalid or unenforceable portion thereof eliminated and it is hereby declared the intention of the parties hereto that they would have executed the remaining portion of this Agreement without including therein any such part, parts or portion which may, for any reason, be hereafter declared invalid or unenforceable.
9.10. Governing Law. This Agreement and the Notes issued and sold hereunder shall be governed by and construed in accordance with Massachusetts law.
9.11. Captions. The descriptive headings of the various Sections or parts of this Agreement are for convenience only and shall not affect the meaning or construction of any of the provisions hereof.
The execution hereof by you shall constitute a contract between us for the uses and purposes hereinabove set forth, and this Agreement may be executed in any number of counterparts, each executed counterpart constituting an original but all together only one agreement.
Accepted as of February 15, 1991.
BARNSTABLE WATER COMPANY

By:  /s/ George D. Wadsworth
     -----------------------------------
     George D. Wadsworth, President

INDIANAPOLIS LIFE INSURANCE COMPANY
By: Its Vice President, Securities and Treasurer
SCHEDULE I

Name and Address                                             Principal Amount of
of Purchasers                                              Notes to be Purchased
INDIANAPOLIS LIFE INSURANCE                                     $2,000,000
   COMPANY
2960 North Meridian Street
Indianapolis, Indiana 46208
Attention: Securities Department

Payments
All payments on or in respect of the Notes to be by bank wire transfer of Federal or other immediately available funds (identifying each payment as "Barnstable Water Company, 10.2% Senior Notes due February 15, 2011, principal or interest") to:
INB National Bank
One Indiana Square
Indianapolis, Indiana 46266
for credit to Indianapolis Life Insurance Company's Account No. 35-001-852
Notices
All notices and communications to be addressed as first provided above, except notice with respect to payment, and written confirmation of each such payment, to be addressed to:
Indianapolis Life Insurance Company P.O. Box 1230
Indianapolis, Indiana 46206 Attention: Securities Department
Name of Nominee in which Notes are to be issued: None
SCHEDULE II
LIENS SECURING FUNDED DEBT
 (INCLUDING CAPITALIZED LEASES)

as of September 30, 1990
NONE
BARNSTABLE WATER COMPANY
10.2% Senior Note
Due February 15, 2011
BARNSTABLE WATER COMPANY, a Massachusetts corporation (the "Company"), for value received, hereby promises to pay to
or registered assigns on the fifteenth day of February, 2011 the principal amount of
DOLLARS ($)
and to pay interest (computed on the basis of a 360-day year of twelve 30-day months) on the principal amount from time to time remaining unpaid hereon at the rate of 10.2% per annum from the date hereof until maturity, payable semiannually on the fifteenth of each February and August in each year (commencing on the first of such dates after the date hereof) and at maturity. The Company agrees to pay interest on overdue principal (including any overdue required or optional prepayment of principal) and premium, if any, and (to the extent legally enforceable) on any overdue installment of interest, at the rate of 12.2% per annum after the due date, whether by acceleration or otherwise, until paid. Both the principal hereof and interest hereon are payable at the principal office of the Company in Hyannis, Massachusetts in coin or currency of the United States of America which at the time of payment shall be legal tender for the payment of public and private debts.
This Note is one of the 10.2% Senior Notes due February 15, 2011 (the "Notes") of the Company in the aggregate principal amount of $2,000,000 issued or to be issued under and pursuant to the terms and provisions of the Note Agreement dated as of February 15, 1991 (the "Note Agreement"), entered into by the Company with the original Purchaser therein referred to and this Note and the holder hereof are entitled equally and ratably with the holders of all other Notes outstanding under the Note Agreement to all the benefits provided for thereby or referred to therein. Reference is hereby made to the Note Agreement for a statement of such rights and benefits.
This Note and the other Notes outstanding under the Note Agreement may be declared due prior to their expressed maturity dates and certain prepayments are required to be made thereon, all in the events, on the terms and in the manner and amounts as provided in the Note Agreement.
EXHIBIT A
 (to Note Agreement)
The Notes are not subject to prepayment or redemption at the option of the Company prior to their expressed maturity dates except on the terms and conditions and in the amounts and with the premium, if any, set forth in the Note Agreement.
Pursuant to a Guaranty Agreement dated as of February 15, 1991 (the "Guaranty") from Barnstable Holding Co., Inc. (the "Guarantor"), payment of the principal of, and interest and premium on, the Notes has been guaranteed by the Guarantor.
This Note is registered on the books of the Company and is transferable only by surrender thereof at the principal office of the Company duly endorsed or accompanied by a written instrument of transfer duly executed by the registered holder of this Note or its attorney duly authorized in writing. Payment of or on account of principal, premium, if any, and interest on this Note shall be made only to or upon the order in writing of the registered holder.
BARNSTABLE WATER COMPANY
By George D. Wadsworth, President
REPRESENTATIONS AND WARRANTIES
The Company represents and warrants to you as follows:
1. Subsidiaries. The Company has no Subsidiaries.
2. Corporate Organization and Authority. The Company:
(a) is a corporation duly organized, validly existing and in good standing under the laws of its jurisdiction of incorporation;
(b) has all requisite power and authority and all necessary licenses and permits to own and operate its properties and to carry on its business as now conducted and as presently proposed to be conducted; and
(c) does not transact business or own or lease property in any state other than The Commonwealth of Massachusetts so as to require the Company to be qualified or licensed as a foreign corporation in any jurisdiction.
3. Business and Property. You have heretofore been furnished with a copy of the Massachusetts Department of Public Utilities (the "Department") Report dated December 31, 1989 (the "Report") prepared by the Company which generally sets forth the business conducted and proposed to be conducted by the Company and the principal properties of the Company.
4. Financial Statements. (a) The balance sheets of the Company as of December 31 in each of the years 1985 to 1989, both inclusive, and the statements of income and retained earnings and changes in financial position or cash flows for the fiscal years ended on said dates, each accompanied by a report thereon containing an opinion unqualified as to scope limitations imposed by the Company and otherwise without qualification except as therein noted, by Ernst & Young, have been prepared in accordance with GAAP consistently applied except as therein noted, are correct and complete and present fairly the financial position of the Company as of such dates and the results of its operations and changes in its financial position or cash flows for such periods. The unaudited balance sheets of the Company as of September 30, 1990, and the unaudited statements of income and retained earnings and cash flows for the nine month period ended on said date prepared by the Company have been prepared in accordance with Department accounting practices consistently applied, are correct and complete and present fairly the financial position of the Company as of said date and the results of its operations and changes in its financial position or cash flows for such period.
(b) Since December 31, 1989, there has been no change in the condition, financial or otherwise, of the Company as shown on the balance sheet as of such date except changes in the ordinary course of business, none of which individually or in the aggregate has been materially adverse.
EXHIBIT C
 (to Note Agreement)
5. Indebtedness. Annex 1 attached hereto correctly describes all Current Debt, Funded Debt, Capitalized Leases and Long-Term Leases of the Company outstanding on February 28, 1991.
6. Full Disclosure. Neither the financial statements referred to in paragraph 4 hereof nor the Agreement, the Report or any other written statement furnished by the Company to you in connection with the negotiation of the sale of the Notes, contains any untrue statement of a material fact or omits a material fact necessary to make the statements contained therein or herein not misleading. There is no fact peculiar to the Company which the Company has not disclosed to you in writing which materially affects adversely nor, so far as the Company can now foresee, will materially affect adversely the properties, business, prospects, profits or condition (financial or otherwise) of the Company.
7. Pending Litigation. Except as disclosed in Annex 2 attached hereto, there are no proceedings pending or, to the knowledge of the Company, threatened against or affecting the Company in any court or before any governmental authority or arbitration board or tribunal which involve the possibility of materially and adversely affecting the properties, business, prospects, profits or condition (financial or otherwise) of the Company.
8. Title to Properties. The Company has good and marketable title in fee simple (or its equivalent under applicable law) to all material parcels of real property and has good title to all the other material items of property it purports to own, including that reflected in the most recent balance sheet referred to in paragraph 4 hereof, except as sold or otherwise disposed of in the ordinary course of business and except for Liens permitted by the Agreement.
9. Patents and Trademarks. The Company owns or possesses all the patents, trademarks, trade names, service marks, copyright, licenses and rights with respect to the foregoing necessary for the present and planned future conduct of its business, without any known conflict with the rights of others.
10. Sale is Legal and Authorized. The sale of the Notes and compliance by the Company with all of the provisions of the Agreement and the Notes
(a) are within the corporate powers of the Company;
(b) will not violate any provisions of any law or any order of any court or governmental authority or agency and will not conflict with or result in any breach of any of the terms, conditions or provisions of, or constitute a default under the Charter or By-laws of the Company or any indenture or other agreement or instrument to which the Company is a party or by which it may be bound or result in the imposition of any Liens or encumbrances on any property of the Company; and
(c) have been duly authorized by proper corporate action on the part of the Company (no action by the stockholders of the Company being required by law, by the Charter or By-laws of the Company or otherwise), executed and delivered by the Company and the Agreement and the Notes constitute the legal, valid and binding obligations, contracts and agreements of the Company enforceable in accordance with their respective terms.
11. No Defaults. No Default or Event of Default has occurred and is continuing. The Company is not in default in the payment of principal or interest on any Funded Debt or Current Debt and is not in default under any instrument or instruments or agreements under and subject to which any Funded Debt or Current Debt has been issued and no event has occurred and is continuing under the provisions of any such instrument or agreement which with the lapse of time or the giving of notice, or both, would constitute an event of default thereunder.
12. Governmental Consent. Except for the approval of the Department, which approval has been obtained and is in full force and effect, no approval, consent or withholding of objection on the part of any regulatory body, state, Federal or local, is necessary in connection with the execution and delivery by the Company of the Agreement or the Notes or compliance by the Company with any of the provisions of the Agreement or the Notes. The period for the appeal of the order of the Department has been exhausted and no appeals have been made in such period. Such order contains no burdensome restrictions on the Company and authorizes the issue and sale of the Notes upon terms not inconsistent with the Agreement.
13. Taxes. All tax returns required to be filed by the Company in any jurisdiction have, in fact, been filed, and all taxes, assessments, fees and other governmental charges upon the Company or upon any of its properties, income or franchises, which are shown to be due and payable in such returns have been paid. For all taxable years ending on or before December 31, 1986, the Federal income tax liability of the Company has been satisfied and either the period of limitations on assessment of additional Federal income tax has expired or the Company has entered into an agreement with the Internal Revenue Service closing conclusively the total tax liability for the taxable year. The Company does not know of any proposed additional tax assessment against it for which adequate provision has not been made on its accounts, and no material controversy in respect of additional Federal or state income taxes due since said date is pending or to the knowledge of the Company threatened. The provisions for taxes on the stocks of the Company are adequate for all open years, and for its current fiscal period.
14. Use of Proceeds. The net proceeds from the sale of the Notes will be used to repay bank borrowings and for other corporate purposes. None of the transactions contemplated in the Agreement (including, without limitation thereof, the use of proceeds from the issuance of the Notes) will violate or result in a violation of Section 7 of the Securities Exchange Act of 1934, as amended, or any regulation issued pursuant thereto, including, without limitation, Regulations G, T and X of the Board of Governors of the Federal Reserve System, 12 C.F .R., Chapter II. The Company does not own or intend to carry or purchase any "margin stock" within the meaning of said Regulation G. None of the proceeds from the sale of the Notes will be used to purchase, or refinance any borrowing the proceeds of which were used to purchase, any "security" within the meaning of the Securities Exchange Act of 1934, as amended.
15. Private Offering. Neither the Company, directly or indirectly, nor any agent on its behalf has offered or will offer the Notes or any similar Security or has solicited or will solicit an offer to acquire the Notes or any similar Security from or has otherwise approached or negotiated or will approach or negotiate in respect of the Notes or any similar Security with any Person other than the Purchaser and not more than one other institutional investor, which was offered a portion of the Notes at private sale for investment. Neither the Company, directly or
indirectly, nor any agent on its behalf has offered 0: will offer the Notes or any similar Security or has solicited or will solicit an offer to acquire the Notes or any similar Security from any Person so as to bring the issuance and sale of the Notes within the provisions of Section 5 of the Securities Act of 1933, as amended.
16. ERISA. The consummation of the transactions provided for in the Agreement and compliance by the Company with the provisions thereof and the Notes issued thereunder will not involve any prohibited transaction within the meaning of ERISA or Section 4975 of the Internal Revenue Code of 1986, as amended. Each plan complies in all material respects with all applicable statutes and governmental rules and regulations, and (a) no Reportable Event has occurred and is continuing with respect to any Plan, (b) neither the Company nor any ERISA Affiliate has withdrawn from any Plan or Multiemployer Plan or instituted steps to do so, and (c) no steps have been instituted to terminate any Plan. No condition exists or event or transaction has occurred in connection with any Plan which could result in the incurrence by the Company or any ERISA Affiliate of any material liability, fine or penalty. No Plan maintained by the Company or any ERISA Affiliate, nor any trust created thereunder, has incurred any "accumulated funding deficiency" as defined in Section 302 of ERISA. Neither the Company nor any ERISA Affiliate has any contingent liability with respect to any post-retirement "welfare benefit plan" (as such term is defined in ERISA) except as has been disclosed to the Purchaser.
17. Compliance with Law. The Company (a} is not in violation of any law, ordinance, franchise, governmental rule or regulation to which it is subject; or (b) has not failed to obtain any license, permit, franchise or other governmental authorization necessary to the ownership of its property or to the conduct of its business, which violation or failure to obtain would materially adversely affect the business, prospects, profits, properties or condition (financial or otherwise) of the Company, or impair the ability of the Company to perform its obligations contained in the Agreement or the Notes. The Company is not in default with respect to any order of any court or governmental authority or arbitration board or tribunal.
18. Compliance with Environmental Laws. Except as disclosed in Annex 2 attached hereto, the Company is not in violation of any applicable Federal, state, or local laws, statutes, rules, regulations or ordinances relating to public health, safety or the environment, including, without limitation, relating to releases, discharges, emissions or disposals to air, water, land or ground water, to the withdrawal or use of ground water, to the use, handling or disposal of polychlorinated biphenyls (PCB's), asbestos or urea formaldehyde, to the treatment, storage, disposal or management of hazardous substances (including, without limitation, petroleum, crude oil or any fraction thereof, or other hydrocarbons), pollutants or contaminants, to exposure to toxic, hazardous or other controlled, prohibited or regulated substances which violation could have a material adverse effect on the business, prospects, profits, properties or condition (financial or otherwise) of the Company. The Company does not know of any liability or class of liability of the Company under the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (42 U.S.C. Section 9601 et seq.), or the Resource Conservation and Recovery Act of 1976, as amended (42 U.S.C. Section 6901 et seq.).
19. Franchises and Permits. The Company holds valid and subsisting certificates of convenience and necessity, grants, franchises, licenses, permits, consents, orders of governmental and regulatory authorities and easements, free from unduly burdensome restrictions, required for the maintenance and operation of its properties and business in the territories now served by it and they enable it to carry on the business now being conducted by it.
20. Investment Company Act. The Company is not, and is not directly or indirectly controlled by or acting on behalf of any person which is, an "investment company" within the meaning of the Investment Company Act of 1940, as amended.
 
DESCRIPTION OF DEBT AND LEASES
1. Current Debt of the Company outstanding on February 28, 1991 is as follows:

Notes Payable-Banks                               $485,000

2. Funded Debt (other than Capitalized Rentals) of the Company outstanding on February 28, 1991 is as follows:

(a)      Notes, bonds and other securities:
         Notes Payable -Insurance Company         $265,900

(b) Guaranteed Obligations
NONE
3. Capitalized Leases of the Company outstanding on February 28, 1991 are as follows:
NONE
ANNEX 1
 (to Exhibit C)
REPRESENTATIONS AND WARRANTIES
The Guarantor represents and warrants to you as follows:
1. Subsidiaries. Annex 1 attached hereto states the name of each of the Guarantor's subsidiaries, its jurisdiction of incorporation and the percentage of its Voting Stock owned by the Guarantor or its subsidiaries. The Guarantor and each subsidiary has good and marketable title to all of the shares it purports to own of the stock of each subsidiary, free and clear in each case of any Lien. All such shares have been duly issued and are fully paid and non-assessable.
2. Corporate Organization and Authority. The Guarantor and each significant Subsidiary:
(a) is a corporation duly organized, validly existing and in good standing under the laws of its jurisdiction of incorporation;
(b) has all requisite power and authority and all necessary licenses and permits to own and operate its properties and to carry on its business as now conducted and as presently proposed to be conducted; and
(c) is duly licensed or qualified and is in good standing as a foreign corporation in each jurisdiction wherein the nature of the business transacted by it or the nature of the property owned or leased by it makes such licensing or qualification necessary.
3. Financial Statements. The unaudited balance sheets of the Guarantor, which was incorporated on November 14, 1990, and its significant Subsidiaries have not been prepared.
4. Indebtedness. Annex 2 attached hereto correctly describes all Current Debt, Funded Debt and Capitalized Leases of the Guarantor and its Significant Subsidiaries outstanding on February 28, 1991.
5. Full Disclosure. Neither the Guaranty nor any other written statement furnished by the Guarantor to you in connection with the negotiation of the sale of the Notes contains any untrue statement of a material fact or omits a material fact necessary to make the statements contained therein or herein not misleading. There is no fact peculiar to the Guarantor and its Significant Subsidiaries which the Guarantor has not disclosed to you in writing which materially affects adversely nor, so far as the Guarantor can now foresee, will materially affect adversely the properties, business, prospects, profits or condition (financial or otherwise) of the Guarantor or its Significant Subsidiaries, taken as a whole.
6. Pending Litigation. There are no proceedings pending or, to the knowledge of the Guarantor, threatened against or affecting the Guarantor or its Significant Subsidiaries in any court or before any governmental authority or arbitration board or tribunal which involve the possibility of materially and adversely affecting the
EXHIBIT D
 (to Note Agreement)
properties, business, prospects, profits or condition (financial or otherwise) of the Guarantor and its Significant Subsidiaries.
7. Title to Properties. The Guarantor and each Significant Subsidiary has good and marketable title in fee simple (or its equivalent under applicable law} to all material parcels of real property and has good title to all the other material items of property it purports to own except as sold or otherwise disposed of in the ordinary course of business and except for Liens permitted by the Guaranty.
8. Patents and Trademarks. The Company and each Significant Subsidiary owns or possesses all the patents, trademarks, trade names, service marks, copyright, licenses and rights with respect to the foregoing necessary for the present and planned future conduct of its business, without any known conflict with the rights of others.
9. Guaranty is Legal and Authorized. Compliance by the Guarantor with all of the provisions of the Guaranty
(a) is within the corporate powers of the Guarantor;
(b) will not violate any provisions of any law or any order of any court or governmental authority or agency and will not conflict with or result in any breach of any of the terms, conditions or provisions of, or constitute a default under the Certificate of Incorporation or By-laws of the Guarantor or any indenture or other agreement or instrument to which the Guarantor is a party or by which it may be bound or result in the imposition of any Liens or encumbrances on any property of the Guarantor; and
(c) has been duly authorized by proper corporate action on the part of the Guarantor (no action by the stockholders of the Guarantor being required by law, by the Certificate of Incorporation or By-laws of the Guarantor or otherwise), executed and delivered by the Guarantor and the Guaranty and the Notes constitute the legal, valid and binding obligations, contracts and agreements of the Guarantor enforceable in accordance with their respective terms.
10. No Defaults. No Default or Event of Default has occurred and is continuing. The Guarantor is not in default in the payment of principal or interest on any Funded Debt or Current Debt and is not in default under any instrument or instruments or agreements under and subject to which any Funded Debt or Current Debt has been issued and no event has occurred and is continuing under the provisions of any such instrument or agreement which with the lapse of time or the giving of notice, or both, would constitute an event of default thereunder.
11. Governmental Consent. No approval, consent or withholding of objection on the part of any regulatory body, state, Federal or local, is necessary in connection with the execution and delivery by the Guarantor of the Guaranty or compliance by the Guarantor with any of the provisions of the Guaranty.
12. Taxes. All tax returns required to be filed by the Guarantor or any Significant Subsidiaries in any jurisdiction have, in fact, been filed, and all taxes, assessments, fees and other governmental charges upon the Guarantor or any Significant Subsidiaries or upon any of its properties, income or franchises, which are shown to be due and payable in such returns have been paid. The Guarantor does not know of any proposed additional tax assessment against
it for which adequate provision has not been made on its accounts, and no material controversy in respect of additional Federal or state income taxes due since said date is pending or to the knowledge of the Guarantor threatened. The provisions for taxes on the books of the Guarantor and each Significant Subsidiary are adequate for all open years, and for its current fiscal period.
13. Compliance with Law. Neither the Guarantor nor any Significant Subsidiary (a) is in violation of any law, ordinance, franchise, governmental rule or regulation to which it is subject; or (b) has failed to obtain any license, permit, franchise or other governmental authorization necessary to the ownership of its property or to the conduct of its business, which violation or failure to obtain would materially adversely affect the business, prospects, profits, properties or condition (financial or otherwise) of the Guarantor and its Significant Subsidiaries, or impair the ability of the Guarantor to perform its obligations contained in the Guaranty. Neither the Guarantor nor any Significant Subsidiary is in default with respect to any order of any court or governmental authority or arbitration board or tribunal.
14. Compliance with Environmental Laws. The Guarantor is not in violation of any applicable Federal, state, or local laws, statutes, rules, regulations or ordinances relating to public health, safety or the environment, including, without limitation, relating to releases, discharges, emissions or disposals to air, water, land or ground water, to the withdrawal or use of ground water, to the use, handling or disposal of polychlorinated biphenyls (PCB's), asbestos or urea formaldehyde, to the treatment, storage, disposal or management of hazardous substances (including, without limitation, petroleum, crude oil or any fraction thereof, or other hydrocarbons), pollutants or contaminants, to exposure to toxic, hazardous or other controlled, prohibited or regulated substances which violation could have a material adverse effect on the business, prospects, profits, properties or condition (financial or otherwise) of the Guarantor. The Guarantor does not know of any liability or class of liability of the Guarantor under the comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended (42 U.S.C. Section 9601 et seq.), or the Resource Conservation and Recovery Act of 1976, as amended (42 U.S.C. Section 6901 et seq.).
15. Investment Company Act. The Guarantor is not, and is not directly or indirectly controlled by or acting on behalf of any person which is, an "investment company" within the meaning of the Investment Company Act of 1940, as amended.
16. Holding Company. The Guarantor is not a "holding Company" or a "subsidiary company" of a "holding company" or an "affiliate" of a "holding company", or of a "subsidiary company" of a "holding company" as such terms are defined in the Public Utility Holding Company Act of 1935, as amended.
 
SUBSIDIARIES OF THE GUARANTOR

                                                          Percentage of Voting
                                                           Stock Owned by the
Name of                      Jurisdiction of              Guarantor and each
Subsidiary                    Incorporation                 Other Subsidiary
----------                    -------------                 ----------------

Barnstable Water
    Company                   Massachusetts                       95.47%

Barlaco                       Massachusetts                       95.47%

ANNEX I
 (to Exhibit D)
DESCRIPTION OF DEBT AND LEASES
1. Current Debt of the Guarantor outstanding on February 28, 1991 is as follows:
NONE
2. Funded Debt (other than Capitalized Rentals} of the Guarantor outstanding on February 28, 1991 is as follows:
(a) Notes, bonds and other securities: NONE
(b) Guaranteed Obligations:
Notes payable -Insurance Company $265,900
3. Capitalized Leases of the Guarantor outstanding on February 28, 1991 are as follows:
NONE
ANNEX 2
 (to Exhibit D)
DESCRIPTION OF SPECIAL COUNSEL'S CLOSING OPINION
The closing opinion of Chapman and Cutler, special counsel to the Purchaser, called for by Section 4.1 of the Agreement, shall be dated the Closing Date and addressed to the Purchaser, shall be satisfactory in form and substance to the Purchaser and shall be to the effect that:
(1) The Company is a corporation, duly incorporated, legally existing and in good standing under the laws of the Commonwealth of Massachusetts, has corporate power and authority and is duly authorized to enter into and perform the Agreement and to issue the Notes and incur the Indebtedness to be evidenced thereby;
(2) The Guarantor is a corporation, duly incorporated, legally existing and in good standing under the laws of the State of Delaware, has corporate power and authority and is duly authorized to enter into and perform the Guaranty;
(3) The Agreement has been duly authorized, executed and delivered by the Company and constitutes the legal, valid and binding, contract and agreement of the Company enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency or similar laws affecting creditors' rights generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law);
(4) The Guaranty has been duly authorized, executed and delivered by the Guarantor and constitutes the legal, valid and binding contract and agreement of the Guarantor enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency or similar laws affecting creditors' rights generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law);
(5) The Notes have been duly authorized by proper corporate action on the part of the Company, have been duly executed by authorized officers of the Company and delivered and constitute the legal, valid and binding obligations of the Company enforceable in accordance with their terms, subject to applicable bankruptcy, insolvency or similar laws affecting creditors' rights generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law); and
(6) The issuance, sale and delivery of the Notes under the circumstances contemplated by the Agreement constitute an exempt transaction under the registration provisions of the Securities Act of 1933, as amended, and do not under existing law require the registration of the Notes under the Securities Act of 1933, as amended, or the qualification of an indenture in respect thereof under the Trust Indenture Act of 1939.
The opinion of Chapman and Cutler shall also state that the opinion of Hill & Barlow, a Professional Corporation, is satisfactory in scope and form to Chapman and Cutler and that, in their opinion, the Purchaser is justified in relying thereon and shall cover such other matters relating to the sale of the Notes as the Purchaser may reasonably request. With respect to matters of fact upon which such opinion is based, Chapman and Cutler may rely on appropriate certificates of public officials and officers of the Company.
EXHIBIT E
 (to Note Agreement)
DESCRIPTION OF CLOSING OPINION OF COUNSEL TO THE COMPANY
AND THE GUARANTOR
The closing opinion of Hill & Barlow, a Professional Corporation, counsel for the Company and the Guarantor, which is called for by Section 4.1(a) of the Agreement, shall be dated the Closing Date and addressed to the Purchaser, shall be satisfactory in scope and form to the Purchaser and shall be to the effect that:
(1) The Company is a corporation, duly incorporated, legally existing and in good standing under the laws of the Commonwealth of Massachusetts, has corporate power and authority and is duly authorized to enter into and perform the Agreement and to issue the Notes and incur the Indebtedness to be evidenced thereby and has full corporate power and authority to conduct the activities in which it is now engaged and is duly licensed or qualified and is in good standing as a foreign corporation in each jurisdiction in which the character of the properties owned or leased by it or the nature of the business transacted by it makes such licensing or qualification necessary;
(2) The Company holds valid and subsisting certificates of convenience and necessity and it has secured such grants, franchises, permits, licenses, consents and orders of governmental or regulatory authorities required for the maintenance and operation of its properties and business in the territories now served by the Company (as such business and territories have been described to such counsel by the Company) and such as are ordinarily held and obtained by water companies of comparable size and similarly situated; that such certificates, franchises, easements, licenses, consents, and orders are free from any unusual or burdensome restrictions; and they enable the Company to carryon its business as now being conducted by it in the Commonwealth of Massachusetts;
(3) The Guarantor is a corporation, duly incorporated, legally existing and in good standing under the laws of the State of Delaware, has corporate power and authority and is duly authorized to enter into and perform the Guaranty and has full corporate power and authority to conduct the activities in which it is now engaged and is duly licensed or qualified and is in good standing as a foreign corporation in each jurisdiction in which the character of the properties owned or leased by it or the nature of the business transacted by it makes such licensing or qualification necessary;
(4) The Agreement has been duly authorized, executed and delivered by the Company and constitutes the legal, valid and binding contract and agreement of the Company enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency or similar laws affecting creditors' rights generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law);
(5) The Guaranty has been duly authorized, executed and delivered by the Guarantor and constitutes the legal, valid and binding contract and agreement of the Guarantor enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency or similar laws affecting creditors' rights generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law);
EXHIBIT F
 (to Note Agreement)
(6) The Notes have been duly authorized by proper corporate action on the part of the Company, have been duly executed by authorized officers of the Company and delivered and constitute the legal, valid and binding obligations of the Company enforceable in accordance with their terms, subject to applicable bankruptcy, insolvency or similar laws affecting creditors' rights generally, and subject, as to enforceability, to general principles of equity (regardless of whether enforcement is sought in a proceeding in equity or at law);
(7) Except for the approval of the Massachusetts Department of Public Utilities, which approval has been obtained and is in full force and effect, no approval, consent or withholding of objection on the part of, or filing, registration or qualification with, any governmental body, Federal, state or local, is necessary in connection with the execution and delivery of the Agreement or the Notes;
(8) No approval, consent or withholding of objection on the part of, or filing, registration or qualification with, any governmental body, Federal, state or local, is necessary in connection with the execution and delivery of the Guaranty;
(9) The issuance and sale of the Notes and the execution, delivery and performance by the Company of the Agreement do not conflict with or result in any breach of any of the provisions of or constitute a default under or result in the creation or imposition of any Lien upon any of the property of the Company pursuant to the provisions of the Charter or By-laws of the Company or any agreement or other instrument known to such counsel to which the Company is a party or by which the Company may be bound;
(10) The execution, delivery and performance by the Guarantor of the Guaranty does not conflict with or result in any breach of any of the provisions of or constitute a default under or result in the creation or imposition of any Lien upon any of the property of the Guarantor pursuant to the provisions of the Certificate of Incorporation or By-laws of the Guarantor or any agreement or instrument known to such counsel to which the Guarantor is a party or by which the Guarantor may be bound; and
(11) The issuance, sale and delivery of the Notes under the circumstances contemplated by the Agreement constitute an exempt transaction under the registration provisions of the Securities Act of 1933, as amended, and do not under existing law require the registration of the Notes under the Securities Act of 1933, as amended, or the qualification of an indenture in respect thereof under the Trust Indenture Act of 1939.
The opinion of Hill & Barlow, a Professional Corporation, shall cover such other matters relating to the sale of the Notes as the Purchaser may reasonably request. With respect to matters of fact on which such opinion is based, such counsel shall be entitled to rely on appropriate certificates of public officials and officers of the Company and the Guarantor.
 
AMENDMENT AGREEMENT
 dated as of June 1, 1992

Barnstable Water Company                  Indianapolis Life Insurance Company
47 Old Yarmouth Road                      2960 North Meridian Street
Hyannis, MA 02601                         Indianapolis, Indiana  46208


Barnstable Holding Company
47 Old Yarmouth Road
Hyannis, MA 02601

Ladies and Gentlemen:
Section 1. Introduction. Reference is made to:
(a) the Note Agreement dated as of February 15, 1991 (the "Note Agreement") between Barnstable Water Company, a Massachusetts corporation (the "Company"), and Indianapolis Life Insurance Company (the "Purchaser"); and
(b) the Guaranty Agreement dated as of February 15, 1991 (the "Guaranty") from Barnstable Holding Co. Inc., a Delaware corporation (the "Guarantor"), to the holder of $2,000,000 10.2% Senior Notes due February 15, 2001 (the "Notes") issued under the Note Agreement
Section 2. Definition of Terms. All capitalized terms used but not defined in this Amendment Agreement have the meanings ascribed to them in the Note Agreement.
Section 3. Identification of Noteholders. The Purchaser hereby certifies that it is the holder on the date of all of the outstanding Notes.
Section 4. Amendments to Note Agreement.
4.1. Amendment to Section 5.9. The first paragraph of Section 5.9 of the Note Agreement is hereby amended, in its entirety so that the same shall henceforth read as follows:
"5.9. Restricted Payments. The Company will not, except as hereinafter provided:
(a) Declare or pay any dividends, either in cash or property, on any shares of its capital stock of any class (except dividends or other distributions payable
(i) in respect of the Company's 6% cumulative preferred stock and (ii) solely in shares of capital stock of the Company);
(b) Directly or indirectly, or through any Subsidiary, purchase, redeem or retire any shares of its capital stock of any class or any warrants, rights or options to purchase or acquire any shares of its capital stock (other than in exchange for or out of the net cash proceeds to the Company from the substantially concurrent issue or sale of other
shares of capital stock of the Company or warrants, rights, or options to purchase or acquire any shares of its capital stock); or
(c) Make any other payment or distribution, either directly or indirectly or through any Subsidiary, in respect of its capital stock;
(such declarations or payments of dividends, purchases, redemptions or retirements of capital stock and warrants, rights or options and all such other payments or distributions being herein collectively called "Restricted Payments"), if, after giving effect thereto, either (i) an Event of Default shall have occurred and be continuing or (ii) the sum of
(x) the aggregate amount of Restricted Payments made during the period from and after December 31, 1990 to and including the date of the making of the Restricted Payment in question, plus (y) the aggregate amount of all Restricted Investments made by the Company or any Restricted Subsidiary during said period would exceed 50% of Consolidated Net Income for such period, computed on a cumulative basis for said entire period after deducting (A) all dividends paid on the 6% cumulative preferred stock of the Company outstanding on the Closing Date and (B) all amounts paid by the Company pursuant to the terms of the Real Estate Lease (or if such Consolidated Net Income is a deficit figure, then minus 100% of such deficit)."
4.2. Amendment to Section 5.10. Paragraph (g) of Section 5.10 of the Note Agreement is hereby amended in its entirety by deleting the same and inserting in lieu thereof "Intentionally omitted; and".
4.3. Amendment to Section 5.14. Section 5.14 of the Note Agreement is hereby amended by adding to the end thereof the following:
'"; provided that notwithstanding the foregoing, the Company may be a party to the Real Estate Lease.'
4.4. Amendment to Section 5.16. Paragraph (f) of Section 5.16 of the Note Agreement is hereby amended by deleting the word "and" between clauses (i) and (ii), and deleting the semicolon following clause (ii) and inserting in lieu thereof the following:
", and (iii) the aggregate amount of all payments made by the Company in respect of the Real Estate Lease during the period covered by such certificate (including, without limitation, all taxes, insurance premiums and other charges paid by the Company as lessee under such Real Estate Lease);"
4.5 Amendment to Section 8.1. Section 8.1 of the Note Agreement is hereby amended by inserting the following definition between the definitions of the terms "Purchaser" and "Rentals":
"`Real Estate Lease' shall mean that certain real estate lease between Barlaco, Inc., a Massachusetts corporation, as lessor, and the Company, as lessee, executed by the parties thereto as of November 1, 1991, with a term beginning January 1, 1991."
Section 5. Amendments to the Guaranty.
5.1. Amendment to Section 7.3. Paragraph (a)(3)(ii) of Section 7.3 is hereby amended to include "and" at the end of such paragraph; paragraph
(a)(4) of such Section is hereby amended to delete "; and" appearing at the end of such paragraph and inserting in lieu thereof a period; and paragraph (a)(5) of such Section is hereby amended in its entirety by deleting the same.
5.2. Amendment to Section 7.8. The proviso at the end of paragraph
(a) of Section 7.8 of the Guaranty is hereby amended in its entirety so that the same shall henceforth read as follows:
"provided that (x) any Significant Subsidiary may sell, lease or otherwise dispose of more than an insubstantial pan of its assets to the Guarantor or any Wholly-owned Significant Subsidiary, and (y) Barlaco may lease more than an insubstantial part of its assets to the Company pursuant to the provisions of the Real Estate Lease."
5.3. Amendment to Section 7.12. Section 7.12 of the Guaranty is hereby amended by adding to the end thereof the following:
"provided that notwithstanding the foregoing, the Guarantor may permit the Company and Barlaco to be parties to the Real Estate Lease."
5.4 Amendment to Section 9. Section 9 of the Guaranty is hereby amended to add two new definitions as follows:
(a) between tile definitions of the terms "Applicable Accounting Procedures" and "Disposition".
"`Barlaco' shall mean Barlaco. Inc., a Massachusetts corporation."; and
(b) between the definitions of the terms "Group Funded Debt" and "Restricted Group"
"`Real Estate Lease' shall mean that certain real estate lease between Barlaco, as lessor, and title Company, as lessee, executed by the Parties thereto as of November 1, 1991, with a term beginning January 1, 1991."
Section 6. Ratification of Note Agreement and Guaranty. Except as herein expressly amended, the Note Agreement and the Guaranty each is in all respects rarified and confirmed. If and to the extent mat any of the terms or provisions of the Note Agreement or the Guaranty are in conflict or inconsistent with any of me terms or provisions of this Amendment Agreement, this Amendment Agreement shall govern.
Section 7. Acknowledgement of Amendment to Note Agreement; Reaffirmation of Guaranty. The Guarantor hereby expressly acknowledges that certain amendments are made hereby to the terms of the Note Agreement and me Guarantor reaffirms its obligations under the Guaranty.
Section 8. Severability. Should any part of this Amendment Agreement for any reason be declared invalid or unenforceable, such decision shall not affect the validity or enforceability of any remaining portion, which remaining portion shall remain in force and effect as if this Amendment Agreement had been executed with tile invalid or unenforceable portion thereof eliminated and it is hereby declared the intention of the parties hereto that they would have executed the remaining portion of this Amendment Agreement without including therein any such part, parts or portion which may, for any reason, be hereafter declared invalid or unenforceable.
Section 9. Execution in Counterparts. Two or more duplicate originals of this Amendment Agreement may be signed by the parties hereto, each of which shall be an original but all of which together shall constitute one and the same instrument. This Amendment Agreement may be executed in one or more counterparts and will be effective (as of the effective dare set forth below) when at least one counterpart has been executed by each party hereto, and each set of counterparts which, collectively, show execution by each party shall constitute one duplicate original.
Section 10. Governing Law. This Amendment Agreement shall be governed by and construed in accordance with Massachusetts law.
Section 11. Captions. The descriptive headings of the various Sections or parts of this Amendment Agreement are for convenience only and shall not affect the meaning or construction of any of the provisions hereof.
This Amendment Agreement shall be effective as of June 1, 1992.
BARNSTABLE WATER COMPANY

By:  /s/ George D. Wadsworth
   --------------------------------
         George D. Wadsworth, President

BARNSTABLE HOLDING CO., INC.

By:  /s/ George D. Wadsworth
   --------------------------------
         George D. Wadsworth, President

INDIANAPOLIS LIFE INSURANCE COMPANY

By:  /s/ Gene E. Trueblood
   --------------------------------
         Gene E. Trueblood, Vice President, Securities

CONSENT AND WAIVER
Consent and Waiver dated as of June 1, 1992, by Indianapolis Life Insurance Company (the " Purchaser"), in favor of Barnstable Water Company, a Massachusetts corporation (the "Company "), and Barnstable Holding Co. Inc., a Delaware corporation (the "Guarantor").
Reference is made to the following:
a. The Note Agreement dated as of February 15, 1991 (the "Note Agreement") between the Purchaser and the Company, as amended as of the date hereof;
b. The Guaranty Agreement dated as of February 15, 1991 (the "Guaranty") from the Guarantor to the holders of $2,000,000 10.2% Senior Notes due February 15, 2001 issued under the Note Agreement; and
c. The Lease of certain real estate dated as of November 1, 1991 (the "Real Estate Lease") between Barlaco, Inc., a Massachusetts corporation ("Barlaco "), as lessor, and the Company, as lessee.
In connection with the Amendment Agreement dated as of June 30, 1992 among the Company, the Guarantor and the Purchaser, the Purchaser, the Company and the Guarantor hereby agrees as follows:
1. The Purchaser hereby consents to the execution, delivery and performance by Barlaco and the Company of the Real Estate Lease in accordance with its terms.
2. The Purchaser hereby waives compliance by the Company with Section 5.14 of the Note Agreement and compliance by the Guarantor with Sections 7.8 and 7.12 of the Guaranty for the purpose of entering into the Real Estate Lease and consents to the payments heretofore made by the Company under the Real Estate Lease.
3. The Company and the Guarantor hereby represent that after giving effect to the waiver set forth in paragraph 2 hereof, no Defaults or Events of Default have occurred and are continuing under the Note Agreement or the Guaranty (exclusive of any Default or Event of Default which has been waived by the Purchaser prior to the date hereof).
4. This Consent and Waiver shall be governed by Massachusetts law.
Executed as of the date first set forth above.
BARNSTABLE WATER COMPANY

By:  /s/ George D. Wadsworth
   --------------------------------
         George D. Wadsworth, President

BARNSTABLE HOLDING CO., INC.

By:  /s/ George D. Wadsworth
   --------------------------------
         George D. Wadsworth, President

INDIANAPOLIS LIFE INSURANCE COMPANY

By:  /s/ Gene E. Trueblood
   --------------------------------
         Gene E. Trueblood, Vice President, Securities

 
BARNSTABLE WATER COMPANY

                                10.2% Senior Note

                              Due February 15, 2011

No. R-l
$2,000,000                                                       March 19, 1991

            BARNSTABLE WATER COMPANY, a Massachusetts corporation (the

"Company"), for value received, hereby promises to pay to
INDIANAPOLIS LIFE INSURANCE COMPANY
or registered assigns
on or before the fifteenth day of February, 2011 the principal amount of
TWO MILLION AND 00/100 DOLLARS ($2,000,000)
and to pay interest (computed on the basis of a 360-day year of twelve 30-day months) on the principal amount from time to time remaining unpaid hereon at the rate of 10.2% per annum from the date hereof until maturity, payable semiannually on the fifteenth of each February and August in each year (commencing on the first of such dates after the date hereof) and at maturity. The Company agrees to pay interest on overdue principal (including any overdue required or optional prepayment of principal) and premium, if any, and (to the extent legally enforceable) on any overdue installment of interest, at the rate of 12.2% per annum after the due date, whether by acceleration or otherwise, until paid. Both the principal hereof and interest hereon are payable at the principal office of the Company in Hyannis, Massachusetts in coin or currency of the United States of America which at the time of payment shall be legal tender for the payment of public and private debts.
This Note is one of the 10.2% Senior Notes due February 15, 2011 (the "Notes") of the Company in the aggregate principal amount of $2,000,000 issued or to be issued under and pursuant to the terms and provisions of the Note Agreement dated as of February 15, 1991 (the "Note Agreement"), entered into by the Company with the original Purchaser therein referred to and this Note and the holder hereof are entitled equally and ratably with the holders of all other Notes outstanding under the Note Agreement to all the benefits provided for thereby or referred to therein. Reference is hereby made to the Note Agreement for a statement of such rights and benefits.
This Note and the other Notes outstanding under the Note Agreement may be declared due prior to their expressed maturity dates and certain prepayments are required to be made thereon, all in the events, on the terms and in the manner and amounts as provided in the Note Agreement.
The Notes are not subject to prepayment or redemption at the option of the Company prior to their expressed maturity dates except on the terms and conditions and in the amounts and with the premium, if any, set forth in the Note Agreement.
Pursuant to a Guaranty Agreement dated as of February 15, 1991 (the "Guaranty") from Barnstable Holding Co., Inc. (the "Guarantor"), payment of the principal of, and interest and premium on, the Notes has been guaranteed by the Guarantor.
This Note is registered on the books of the Company and is transferable only by surrender thereof at the principal office of the Company duly endorsed or accompanied by a written instrument of transfer duly executed by the registered holder of this Note or its attorney duly authorized in writing. Payment of or on account of principal, premium, if any, and interest on this Note shall be made only to or upon the order in writing of the registered holder.
BARNSTABLE WATER COMPANY

By:   /s/ George D. Wadsworth
   --------------------------------
          George D. Wadsworth, President

GUARANTY AGREEMENT
Dated as of February 15, 1991
of
BARNSTABLE HOLDING CO., INC.
Re: $2,000,000 10.296 Senior Notes
of
Barnstable Water Company
EXHIBIT B
 (to Note Agreement)
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GUARANTY AGREEMENT
AGREEMENT dated as of February 15, 1991 by Barnstable Holding Co., Inc., a Delaware corporation (the "Guarantor").
RECITALS OF THE GUARANTOR
A. The Guarantor owns 95.47% of the outstanding shares of common stock of Barnstable Water Company, a Massachusetts corporation (the "Company").
B. The Company has entered into a Note Agreement dated as of February 15, 1991 (the "Note Agreement") with Indianapolis Life Insurance Company (the "Note Purchaser") providing for the sale by the Company of its $2,000,000 principal amount 10.2% Senior Notes due February 15, 2011 (the "Notes").
C. Capitalized terms used but not defined herein shall have the meanings assigned in the Note Agreement.
NOW, THEREFORE, in consideration of the premises and the mutual covenants herein contained and to aid the sale of the Notes and to induce the Note Purchaser, and every future holder of the Notes, to purchase the Notes, it is hereby agreed as follows:
SECTION 1. GUARANTEE.
The Guarantor hereby unconditionally guarantees to each holder of any Note (collectively "Noteholders" and individually a "Noteholder") (1) the due and punctual payment at maturity, whether at stated maturity, by acceleration, by notice of prepayment or otherwise, of the principal of and premium, if any, and interest on the Notes in accordance with the terms and conditions thereof and of the Note Agreement, and (2) the prompt performance and compliance by the Company with each of its other obligations under the Note Agreement.
SECTION 2. PAYMENT UPON CERTAIN EVENTS.
The Guarantor agrees that, if any of the following events occurs, i.e.,
(a) the entry of a decree or order by a court having jurisdiction in the premises for relief under any bankruptcy or similar law or laws for the relief of debtors in respect of the Guarantor, or adjudging the Guarantor a bankrupt or insolvent, or approving as properly filed a petition seeking reorganization, adjustment or composition of or in respect of the Guarantor under the Federal Bankruptcy Code or any other applicable Federal or state law, or appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator (or other similar official) of or for the Guarantor or any substantial part of its property, or ordering the winding up or liquidation of its affairs, and the continuance of any such decree or order unstayed and in effect for a period of 60 consecutive days; or
(b) the commencement by the Guarantor of a voluntary case, or the institution by it of proceedings to be adjudicated a bankrupt or insolvent, or the consent by it to the institution of bankruptcy or insolvency proceedings, against it, or the filing by it of a petition or answer or consent seeking reorganization, arrangement or relief under the Federal Bankruptcy Code or any other applicable Federal or state law, or the consent or acquiescence by it to the filing of any such petition or to the appointment of or taking possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator, (or other similar official) of the Guarantor or any substantial part of its property, or the making by it of an assignment for the benefit of creditors, or the admission by it in writing of its inability or its failure to pay its debts generally as they become due, or the taking of corporate action by the Guarantor in furtherance of any such action;
the Guarantor will forthwith pay to the Noteholders, without demand or notice and whether or not there has been any other default under the Note Agreement or the Notes, the whole amount of the principal of the Notes then outstanding and any unpaid interest thereon, and, to the extent not prohibited by applicable law, an amount as liquidated damages for the loss of the bargain evidenced hereby (and not as a penalty) equal to the Make-Whole Amount.
SECTION 3. WAIVERS; OBLIGATION UNCONDITIONAL.
The Guarantor assents to all the terms, covenants and conditions of the Notes and the Note Agreement, and irrevocably waives presentation, demand for payment, or protest, of any of the Notes, any and all notice of any such presentation, demand or protest, notice of any Default or Event of Default under the Note Agreement, notice of acceptance of this guarantee or of the terms and provisions hereof by any Noteholder, any requirement of diligence or promptness on the part of any Noteholder in the enforcement of rights under the provisions hereof, of the Note Agreement or of the Notes, or any right to require any Noteholder to proceed first against the Company. The obligations of the Guarantor hereunder shall be unconditional irrespective of the genuineness, validity, regularity or enforceability of the Note Agreement or of the Notes or of any other circumstance which might otherwise constitute a legal or equitable discharge of a surety or guarantor. The obligations of the Guarantor hereunder shall not be affected by:
(a) the recovery of any judgment against the Company, or by the levy of any writ or process of execution under any such judgment, or by any action or proceeding taken by any Noteholder, either under the Notes or under the Note Agreement for the enforcement thereof, or hereof, or in the exercise of any right or power given or conferred thereby, or hereby, or
(b) any delay, failure or omission upon the part of any Noteholder to enforce any of the rights or powers given or conferred hereby or by the Note Agreement, or by any delay, failure or omission upon the part of any Noteholder to enforce any right of any Noteholder against the Company, or by any action by any Noteholder in granting indulgence to the Company, or in waiving or acquiescing in any Default or Event of Default upon the part of the Company under the Notes or under the Note Agreement, or
(c) the consolidation or merger of the Company with or into any other corporation or corporations or any sale, lease or other disposition of the Company's properties as an entirety or substantially as an entirety to any other corporation, or
(d) any other act or delay or failure to act, or by any other thing, which mayor might in any manner or to any extent vary the risk of the Guarantor hereunder;
it being the purpose and intent of the parties hereto that the obligations of the Guarantor hereunder shall be absolute and unconditional under any and all circumstances, and shall not be discharged except by payment as herein provided, and then only to the extent of such payment or payments.
SECTION 4. COLLECTION EXPENSES.
In the event that the Guarantor shall be required to make any payment to any Noteholder pursuant to this Agreement, it shall, in addition to such payment, pay to such Noteholder such further amount as shall be sufficient to cover the costs and expenses of collection, including a reasonable compensation to attorneys, and any expenses or liabilities incurred by any Noteholder hereunder. The covenants contained in this Agreement may be enforced by any Noteholder.
SECTION 5. NO SUBROGATION UNTIL PAYMENT IN FULL.
No payment by the Guarantor pursuant to the provisions hereof to any Noteholder shall entitle the Guarantor, by subrogation to the rights of the holders of the Notes in respect of which such payment is made or otherwise, to any payment by the Company or out of the property of the Company, except after payment in full of the entire principal of and premium, if any, and interest on the Notes, or provision for such payment satisfactory to the holders of the Notes.
SECTION 6. REPRESENTATIONS AND WARRANTIES.
The Guarantor represents and warrants that all representations set forth in the form of Closing Certificate of the Guarantor attached to the Note Agreement as Exhibit D are true and correct as of the date hereof and will be true and correct on the Closing Date.
SECTION 7. GUARANTOR COVENANTS.
From and after the First Closing Date and continuing so long as any amount remains unpaid on any Note:
7.1. Corporate Existence, Etc. The Guarantor will preserve and keep in full force and effect, and will cause each Significant Subsidiary to preserve and keep in full force and effect, its corporate existence and all licenses, permits and franchises necessary to the proper conduct of its business, provided that the foregoing shall not prevent any transaction permitted by Section 7.7.
7.2. Taxes, Claims for Labor and Materials, Compliance with Laws. The Guarantor will promptly pay and discharge, and will cause each Significant Subsidiary promptly to pay and discharge, all lawful taxes, assessments and governmental charges or levies imposed upon the Guarantor or such Significant Subsidiary, respectively, or upon or in respect of all or any part of the property or business of the Guarantor or such Significant Subsidiary, all trade accounts payable in accordance with usual and customary business terms, and all claims for work, labor or materials, which if unpaid might become a Lien upon any property of the Guarantor or such Significant Subsidiary; provided the Guarantor or such Significant Subsidiary shall not be required to pay any such tax, assessment, charge, levy, account payable or claim if (i) the validity, applicability or amount thereof is being contested in good faith by appropriate actions or proceedings which will prevent the forfeiture or sale of any property of the Guarantor or such Significant Subsidiary or any material interference with the use thereof by the Guarantor or such Significant Subsidiary, and (ii) the Guarantor or such Significant Subsidiary shall set aside on its books, reserves deemed by it to be adequate with respect thereto. The Guarantor will promptly comply and will cause each subsidiary to promptly comply with all laws, ordinances or governmental rules and regulations to which it is subject including, without limitation, the Occupational Safety and Health Act of 1970, as amended, ERISA and all laws, ordinances, governmental rules and regulations relating to environmental protection in all applicable jurisdictions, the violation of which could materially and adversely affect the properties, business, prospects, profits or condition of the Guarantor and its Significant Subsidiaries or would result in any Lien not permitted under Section 7.4.
7.3. Limitations on Current Debt and Funded Debt. (a) The Guarantor will not, and will not permit any Significant Subsidiary to, create, assume or incur or in any manner become liable in respect of any Current Debt or Funded Debt, except:
(1) unsecured Funded Debt of the Guarantor and Funded Debt of the Guarantor and its Significant Subsidiaries secured by Liens permitted by
Section 7.4(g), provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof:
(i) Group Funded Debt shall not exceed 7596 of Consolidated Tangible Net Worth,
(ii) the Net Income Available for Fixed Charges in any consecutive 12 of the 15 calendar months immediately preceding any date of determination thereof shall have equalled at least 175% of Pro Forma Fixed Charges, and
(iii) the Company would be permitted to incur $1.00 of additional Funded Debt under the provisions of Section 5.6(a)(3) of the Note Agreement;
(2) any refinancing of Funded Debt issued and outstanding pursuant to
Section 7.3(a)(1} (without increase in principal amount from the amount outstanding on the date of such refinancing);
(3) unsecured Current Debt of the Guarantor, provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof:
(i) the aggregate of all Group Funded Debt and Group Current Debt shall not exceed 75% of the sum of Total Capitalization plus Consolidated Current Debt, and
(ii) the Company would be permitted to incur $1.00 of additional Current Debt under the provisions of Section 5.6(a)(5) of the Note Agreement;
(4) Current Debt or Funded Debt of a Significant Subsidiary to the Guarantor or to a Wholly-owned Significant Subsidiary; and
(5) Funded Debt of Barlaco, Inc., a Massachusetts corporation ("Barlaco") to the Company incurred for the purpose of paying taxes owed by Barlaco; provided that such Funded Debt shall bear interest (which may be expressed to be payable at the maturity of such Funded Debt); and provided further that such Funded Debt shall have a fixed maturity date and shall become due and payable upon the sale of any real property owned by Barlaco.
(b) Any corporation which becomes a Significant Subsidiary after the date hereof shall for all purposes of this Section 7.3 be deemed to have created, assumed or incurred at the time it becomes a Significant Subsidiary all Funded Debt of such corporation existing immediately after it becomes a Significant Subsidiary.
7.4. Limitation on Liens. The Guarantor will not, and will not permit any Significant Subsidiary to, create or incur, or suffer to be incurred or to exist, any Lien on its or their property or assets, whether now owned or hereafter acquired, or upon any income or profits therefrom, or transfer any property for the purpose of subjecting the same to the payment of obligations in priority to the payment of its or their general creditors, or acquire or agree to acquire, or permit any Significant Subsidiary to acquire, any property or assets upon conditional sales agreements or other title retention devices, except:
(a) Liens for property taxes and assessments or governmental charges or levies and Liens securing claims or demands of mechanics and materialmen, provided that payment thereof is not at the time required by Section 7.2;
(b) Liens of or resulting from any judgment or award, the time for the appeal or petition for rehearing of which shall not have expired, or in respect of which the Guarantor or a Significant Subsidiary shall at any time in good faith be prosecuting an appeal or proceeding for a review and in respect of which a stay of execution pending such appeal or proceeding for review shall have been secured;
(c) Liens incidental to the conduct of business or the ownership of properties and assets (including Liens in connection with worker's compensation, unemployment insurance and other like laws, warehousemen's and attorneys' liens and statutory landlords' liens) and Liens to secure the performance of bids, tenders or trade contracts, or to secure statutory obligations, surety or appeal bonds or other Liens of like general nature incurred in the ordinary course of business and not in connection with the borrowing of money, provided in each case, the obligation secured is not overdue or, if overdue, is being contested in good faith by appropriate actions or proceedings;
(d) minor survey exceptions or minor encumbrances, easements or reservation.), or rights of others for rights-of-way, utilities and other similar purposes, or zoning or other restrictions as to the use of real properties, which are necessary for the conduct of the activities of the Guarantor and its Significant Subsidiaries or which customarily exist on properties of
corporations engaged in similar activities and similarly situated and which do not in any event materially impair their use in the operation of the business of the Guarantor and its Significant Subsidiaries;
(e) Liens securing Indebtedness of a Significant Subsidiary to the Guarantor or to another Significant Subsidiary;
(f) Liens existing as of September 30, 1990 and reflected in Schedule III to the Note Agreement; and
(g) Liens incurred after the First Closing Date given to secure the payment of the purchase price incurred in connection with the acquisition of fixed assets useful and intended to be used in carrying on the business of the Guarantor or a Significant Subsidiary, including Liens existing on such fixed assets at the time of acquisition thereof or at the time of acquisition by the Guarantor or a Significant Subsidiary of any business entity then owning such fixed assets, whether or not such existing Liens were given to secure the payment of the purchase price of the fixed assets to which they attach so long as they were not incurred, extended or renewed in contemplation of such acquisition, provided that (i) the Lien shall attach solely to the fixed assets acquired or purchased, (ii) at the time of acquisition of such fixed assets, the aggregate amount remaining unpaid on all Indebtedness secured by Liens on such fixed assets whether or not assumed by the Guarantor or a Significant Subsidiary shall not exceed an amount equal to 65% (or 100% in the case of Capitalized Leases) of the lesser of the total purchase price or fair market value at the time of acquisition of such fixed assets (as determined in good faith by the Board of Directors of the Guarantor), and (iii) all such Indebtedness shall have been incurred within the applicable limitations provided in Section 7.3(a)(1) or
Section 7.3(a)(2).
7.5. Limitation on Sale and Leasebacks. The Guarantor will not, and will not permit any Significant Subsidiary to, enter into any arrangement whereby the Guarantor or any Significant Subsidiary shall sell or transfer any property owned by the Guarantor or any Significant Subsidiary to any Person other than the Guarantor or a Significant Subsidiary and thereupon the Guarantor or any Significant Subsidiary shall lease or intend to lease, as lessee, the same property unless such sale and leaseback would be permitted by Sections 7.3, 7.4 and 7.1.
7.6 Investments. The Guarantor will not, and will not permit any Significant Subsidiary to, make any Investments, other than:
(a) Investments by (i) the Guarantor in and to the Restricted Group, including any Investment in a corporation which, after giving effect to such Investment, will become a member of the Restricted Group and (ii) Significant Subsidiary in and to another Significant Subsidiary, including any Investment in a corporation which after giving effect to such Investment will become a Significant Subsidiary;
(b) Investments by the Guarantor or any Significant Subsidiary in any Investment described in paragraphs (a) through (f), inclusive, of Section 5.10 of the Note Agreement;
(c) Investments by the Guarantor in direct obligations of the United States of America or any agency or instrumentality of the United States of America, the payment or guarantee of which constitutes a full faith and credit obligation of the United States of America, in either case, maturing in five years or less from the date of acquisition thereof;
(d) Investments by the Guarantor in certificates of deposit maturing within three years from the date of issuance thereof, issued by a bank or trust, company organized under the laws of the United States or any state thereof, having capital, surplus and undivided profits aggregating at least $100,000,000 and whose long-term certificates of deposit are, at the time of acquisition thereof by the Guarantor, rated AA or better by Standard & Poor's Corporation or Aa or better by Moody's Investors Service, Inc.;
(e) Investments by the Guarantor in debt Securities issued by corporations organized under the laws of the United States or any state thereof maturing in three years or less from the date of acquisition thereof which, at the time of acquisition by the Guarantor, is accorded a rating of A or better by S&P or Moody's;
(f) Investments by the Guarantor in general obligations of any state or political subdivision of any state maturing in three years or less from the date of acquisition thereof which, at the time of acquisition by the Guarantor, is accorded a rating of AA or better by S&:P or Aa or better by Moody's;
(g) loans or advances in the usual and ordinary course of business to officers, directors and employees for expenses (including moving expenses related to a transfer) incidental to carrying on the business of the Guarantor or any Significant Subsidiary; and
(h) receivables arising from the sale of goods and services in the ordinary course of business of the Guarantor and Its Significant Subsidiaries.
In valuing any Investments for the purpose of applying the limitations set forth in this Section 7.5, such Investments shall be taken at the original cost thereof, without allowance for any subsequent write-offs or appreciation or depreciation therein, but less any amount repaid or recovered on account of capital or principal.
For purposes of this Section 7.6. at any time when a corporation becomes a Significant Subsidiary, all Investments of such corporation at such time shall be deemed to have been made by such corporation, as a Significant Subsidiary, at such time.
7.7 Mergers and Consolidations. The Guarantor will not, and will not permit any Significant Subsidiary to, consolidate with or be a party to a merger with any other corporation provided, however, that:
(1) any Significant Subsidiary may merge or consolidate with or into the Guarantor or any Wholly-owned Significant Subsidiary so long as in any merger or consolidation involving the Guarantor, the Guarantor shall be the surviving or continuing corporation; and
(2) the Guarantor may consolidate or merge with any other corporation if (i) the surviving or continuing corporation (the "New Guarantor") shall be a corporation organized and existing under the laws of the United States of America or any State thereof or the District of Columbia, (ii) the New Guarantor shall expressly and unconditionally assume, by an instrument in writing the due and punctual performance or observance of every covenant of this Agreement to be performed or observed by the Guarantor, (iii) the Guarantor shall have delivered to the holders of the Notes a certificate
of a responsible officer of the Guarantor and an opinion of counsel, each stating that such consolidation or merger complies with the provisions of this Section 7.7(2) and that all conditions precedent relating to such transaction provided for in this Section 7.7(2) have been met and (iv) at the time of such consolidation or merger and after giving effect thereto no Default or Event of Default shall have occurred and be continuing.
7.8. Sale of Assets; Issuance or Sale of Subsidiary Stock. (a) Except as otherwise permitted by Section 7.7, the Guarantor will not, and will not permit any Significant Subsidiary to, sell, lease or otherwise dispose of more than an insubstantial part (as defined in paragraph (d) of this Section 7.8) of the assets of the Guarantor and its Significant Subsidiaries (other than in the ordinary course of business) (a "Disposition") unless an amount at least equal to 25% of the net proceeds of such Disposition received by the Guarantor or such Significant Subsidiary is, within three months of the date of such Disposition, (i) used to prepay the Notes in accordance with Section 2.2 of the Note Agreement, or (ii) used to purchase Notes from the holders thereof in accordance with the provisions of Section 8 hereof or Section 5.13 of the Note Agreement or (iii) invested in Investments permitted by Section 7.6; provided that any Significant Subsidiary may sell, lease or otherwise dispose of more than an insubstantial part of its assets to the Guarantor or any Wholly-owned Significant Subsidiary.
(b) The Guarantor will not permit any Significant Subsidiary to issue or sell any shares of stock of any class (including as "stock" for the purposes of this Section 7.8, any warrants, rights or options to purchase or otherwise acquire stock or other Securities exchangeable for or convertible into stock) of such Significant Subsidiary to any Person other than the Guarantor or a Wholly-owned Significant Subsidiary, except for the purpose of qualifying directors, or except in satisfaction of the validly pre-existing preemptive rights of minority shareholders in connection with the simultaneous issuance of stock to the Guarantor and/or a Significant Subsidiary whereby the Guarantor and/or such Significant Subsidiary maintain their same proportionate interest in such Significant Subsidiary.
(c) The Guarantor will not sell, transfer or otherwise dispose of any shares of stock of any Significant Subsidiary (except to qualify directors) or any Indebtedness of any Significant Subsidiary, and will not permit any Significant Subsidiary to sell, transfer or otherwise dispose of (except to the Guarantor or a Wholly-owned Significant Subsidiary) any shares of stock or any Indebtedness of any other Significant Subsidiary, unless:
(1) simultaneously with such sale, transfer, or disposition, all shares of stock and all Indebtedness of such Significant Subsidiary at the time owned by the Guarantor and by every other Significant Subsidiary shall be sold, transferred or disposed of as an entirety;
(2) the Board of Directors of the Guarantor shall have determined, as evidenced by a resolution thereof, that the proposed sale, transfer or disposition of said shares of stock and Indebtedness is in the best interests of the Guarantor;
(3) said shares of stock and Indebtedness are sold, transferred or otherwise disposed of to a Person, for a cash consideration and on terms reasonably deemed by the Board of Directors to be adequate and satisfactory;
(4) the Significant Subsidiary being disposed of shall not have any continuing investment in the Guarantor or any other Significant Subsidiary not being simultaneously disposed of; and
(5) such sale or other disposition does not involve more than an insubstantial part {as hereinafter defined) of the assets of the Guarantor and its Significant Subsidiaries.
(d) As used in this Section 7.8, a sale, transfer or other disposition shall be deemed to be more than an "insubstantial part" of the assets of the Guarantor and its Significant Subsidiaries if the fair market value of such assets (determined in good faith by a resolution adopted by the Board of Directors of the Guarantor) exceeds $10,000 during the 12-month period ending on the date of such sale, transfer or other disposition.
7.9. Guaranties. The Guarantor will not, and will not permit any Significant Subsidiary to, become or be liable in respect of any Guaranty except Guaranties by the Guarantor which are limited in amount to a stated maximum dollar exposure or which constitute Guaranties of obligations incurred by the Company or any Significant Subsidiary in compliance with the provisions of this Agreement.
7.10. Use of Rear Property. (a) The Guarantor will not, and will not permit any member of the Restricted Group to, use, sell, lease or otherwise dispose of any of its real property in a manner which could impair in any material respect the business of the Company as a corporation principally engaged in the storage, transmission and sale of water for domestic, industrial and commercial uses, and activities related thereto (the "Company's Business").
(b) Prior to any change in use by the Guarantor or any Significant Subsidiary of any of its real property (including a Disposition to any other Person), the Guarantor will furnish or cause to be furnished to each holder of the Notes a hydrological assessment of the property in view of the proposed use by a Hydrogeologist stating that the proposed use could not reasonably be expected to impair in any material respect the Company's Business.
"Hydrogeologist" shall mean a hydrogeologist who is (i) certified by the National Water Well Association as a certified groundwater professional, or
(ii) a member of the American Institute of Professional Geologists having appropriate academic and work experience in hydrogeology or (iii) a member of the American Institute of Hydrology having appropriate academic and work experience in hydrology.
7.11. Purchase of Notes. Neither the Guarantor nor any Significant Subsidiary or Affiliate, directly or indirectly, may purchase or make any offer to purchase any Notes unless an offer has been made to purchase Notes, pro rata, from all holders of the Notes at the same time and upon the same terms. In case the Guarantor purchases or otherwise acquires any Notes, such Notes shall immediately thereafter be cancelled and no Notes shall be issued in substitution therefor. Without limiting the foregoing, upon the purchase or other acquisition of any Notes by the Guarantor, any Significant Subsidiary or any Affiliate, such Notes shall no longer be outstanding for purposes of any section of the Note Agreement relating to the taking by the holders of the Notes of any actions with respect thereto, including, without limitation, Section 6.J, Section 6.4 and
Section 7.1 of the Note Agreement.
7.12. Transactions with Affiliates. The Guarantor will not, and will not permit any Significant Subsidiary to, enter into or be a party to any transaction or arrangement with any Affiliate (including, without limitation, the purchase from, sale to or exchange of property with, or the rendering of any service by or for, any Affiliate), except in the ordinary course of and
pursuant to the reasonable requirements of the Guarantor's or such Significant Subsidiaries business and upon fair and reasonable terms no less favorable to the Guarantor or such Significant Subsidiary than would obtain in a comparable arm's length transaction with a Person other than an Affiliate.
7.13. Reports. The Guarantor will keep, and will cause each Significant Subsidiary to keep, proper books of record and account In which full and correct entries will be made of all dealings or transactions of, or in relation to, the business and affairs of the Guarantor or such Significant Subsidiary, in accordance with GAAP consistently applied (except for changes disclosed in the financial statements furnished to the Note Purchaser pursuant to this Section 7.13 and concurred in by the independent public accountants referred to in Section 7.13(b) hereof), and will furnish to the Note Purchaser so long as it is the holder of any Note and to each other Institutional Holder of the then outstanding Notes (in duplicate if so specified below or otherwise requested):
(a) Quarterly Statements. As soon as available and in any event within 75 days after the end of the first quarterly fiscal period and within 60 days after the end of each other quarterly fiscal period of each fiscal year, copies of:
(1) consolidated balance sheets of the Guarantor and its consolidated subsidiaries as of the close of such quarterly fiscal period, setting forth in comparative form the consolidated figures for- the fiscal year then most recently ended,
(2) consolidated statements of income of the Guarantor and its consolidated subsidiaries for such quarterly fiscal period and for the portion of the fiscal year ending with such quarterly fiscal period, in each case setting forth in comparative form the consolidated figures for the corresponding periods of the preceding fiscal year, and
(3) consolidated statements of cash flows of the Guarantor and its consolidated subsidiaries for the portion of the fiscal year ending with such quarterly fiscal period, setting forth in comparative form the consolidated figures for the corresponding period of tile preceding fiscal year,
all in reasonable detail prepared in conformity with the Appliance Accounting Procedures and certified as complete and correct by an authorized financial officer of the Guarantor;
(b) Annual Statements. As soon as available and in any event within 120 days after the close of each fiscal year of the Guarantor, copies of:
(1) consolidated balance sheets of the Guarantor and its consolidated subsidiaries as of the close of such fiscal year, and
(2) consolidated statements of income and retained earnings and cash flows of the Guarantor and its consolidated subsidiaries for such fiscal year,
in each case setting forth in comparative form the consolidated figures for the preceding fiscal year, all in reasonable detail and accompanied by a report thereon of a firm of independent public accountants of recognized national standing selected by the Guarantor to the effect that the consolidated financial statements present fairly, in all material respects, the consolidated financial position of the Guarantor and its consolidated subsidiaries as of the end of the fiscal year being
reported on and the consolidated results of the operations and cash flows for said year in conformity with GAAP and that the examination of such accountants in connection with such financial statements has been conducted in accordance with generally accepted auditing standards and included such tests of the accounting records and such other auditing procedures as said accountants deemed necessary in the circumstances;
(c) Audit Reports. Promptly upon receipt thereof, one copy of each interim or special audit made by independent accountants of the books of the Guarantor or any Significant Subsidiary and any management letter received from such accountants;
(d) SEC and Other Reports. Promptly upon their becoming available, one copy of each financial statement, report, notice or proxy statement sent by the Guarantor to stockholders generally and of each regular or periodic report, and any registration statement or prospectus filed by the Guarantor or any Significant with any securities exchange or the Securities and Exchange Commission or any successor agency, and copies of any orders in any proceedings to which the Guarantor or any of its Significant Subsidiaries is a party, issued by any governmental agency, Federal or state, having jurisdiction over the Guarantor or any of its subsidiaries;
(e) Officer's Certificates. Within the periods provided in paragraphs (a) and (b) above, a certificate of an authorized financial officer of the Guarantor stating that such officer has reviewed the provisions of this Agreement and setting forth: (i) the information and computations (in sufficient detail) required in order to establish whether the Guarantor was in compliance with the requirements of Section 7.2 through Section 7.12 at the end of the period covered by the financial statements then being furnished, and (ii) whether there existed as of the date of such financial statements and whether, to the best of such officer's knowledge, there exists on the date of the certificate or existed at any time during the period covered by such financial statements any default under any of the terms or provisions of this Agreement and, if any such condition or event exists on the date of the certificate, specifying the nature and period of existence thereof and the action the Company is taking and proposes to take with respect thereto;
(f) Accountants' Certificates. Within the period provided in paragraph (b) above, a certificate of the accountants who render an opinion with respect to such financial statements, stating that they have reviewed this Agreement and stating further whether, in making their audit, such accountants have become aware of any default under any of the terms or provisions of this Agreement insofar as any such terms or provisions pertain to or involve accounting matters or determinations, and if any such condition or event then exists, specifying the nature and period of existence thereof; and
(g) Requested Information. With reasonable promptness, such other data and information as the Note Purchaser or any such Institutional Holder may reasonably request.
SECTION 8. REQUIRED PURCHASE OF NOTES ON GUARANTOR CHANGE OF CONTROL.
In the event that a Guarantor Change of Control shall occur or the Guarantor shall have knowledge of any impending Guarantor Change of Control, the Guarantor shall give written notice thereof (a "Guarantor Notice") promptly (and in any event within three business days thereafter) to each holder of the Notes then outstanding. The Guarantor Notice shall (i) describe in reasonable detail the facts and circumstances giving rise to such Guarantor Change of Control,
(ii) offer to purchase, on a date (the "Change or Control Purchase Date") which shall be not less than 30 days nor more than 60 days after the date of the Guarantor Notice, all of the
Notes held by such holder, at a price equal to 100% of the principal amount of Notes so to be prepaid, accrued interest thereon to the Change of Control Purchase Date, together with the then applicable Make-Whole Amount, (iii) request such holder to notify the Guarantor in writing, not less than 10 days prior to the Change of Control Purchase Date, of its acceptance or rejection of such offer, (iv) inform such holder that, upon its receipt of the Guarantor Notice, failure to reject such offer in writing on or before the 10th day prior to the Change of Control Purchase Date shall be deemed acceptance of such offer and (v) set forth the respective names and addresses of, and principal amounts of the Notes held by, any other holders of the Notes then outstanding. Not less than two business days prior to the Change of Control Purchase Date, the Guarantor shall provide each holder of the Notes with a reasonably detailed computation of the Make-Whole Amount.
The Guarantor covenants and agrees that it will on the Change of Control Purchase Date purchase, or cause to be purchased, all of the Notes held by each holder of the Notes then outstanding which has accepted the purchase offer in accordance with this Section 8, by payment of the principal amount of such Notes, together with interest accrued on the unpaid principal amount of such Notes to the Change of Control Purchase Date and the then applicable Make-Whole Amount.
For purposes of this Section 8, the following terms shall have the meanings ascribed thereto below:
"Control Group" shall mean any related Persons constituting a "group" for the purposes of Section 13(d) of the Securities Exchange Act of 1934, as amended (other than the Designated Shareholders).
"Designated Shareholders" shall mean the shareholders and beneficial owners of the Guarantor on the First Closing Date (the "Original Shareholders"), any Person who is the spouse of any Original Shareholder, any Person or the spouse of any Person who is a lineal descendant of any Original Shareholder; or any corporation or partnership of which any of such Persons are legally entitled to exercise more than a majority of the voting power, or any trust of which any of such Persons are the sole beneficiaries or the executor or administrator of the estate of any such Person or any legal guardian of any such Person.
"Guarantor Change or Control" shall mean the occurrence after the First Closing Date of any event which results in either (i) the legal or beneficial ownership of more than 50% of the outstanding shares of Voting Stock of the Guarantor being owned by any Person or Control Group other than the Designated Shareholders or (ii) any Person or Control Group other than the Designated Shareholders having the power to elect, appoint or cause the election or appointment of, at least a majority of the members of the Board of Directors of the Guarantor through beneficial ownership of capital stock of the Guarantor or otherwise.
SECTION 9. DEFINITIONS.
In addition to the terms defined in the Note Agreement or elsewhere in this Agreement, and unless the context otherwise requires, the terms hereinafter set forth when used herein shall have the following meanings and the following definitions shall be equally applicable to both the singular and plural forms of any of the terms herein defined:
"Applicable Accounting Procedures" shall mean the accounting procedures of the Massachusetts Department of Public Utilities if required and, if not, generally accepted accounting principles applicable at such time.
"Disposition" is defined in Section 7.8(a).
"Group Current Debt" shall mean Current Debt of the Guarantor and the Restricted Group, determined on a consolidated basis eliminating intercompany items.
"Group Funded Debt" shall mean Funded Debt of the Guarantor and the Restricted Group, determined on a consolidated basis eliminating intercompany items.
"Restricted Group" shall mean collectively the Company, its Restricted Subsidiaries and the Significant Subsidiaries.
"Significant Subsidiary" shall mean any subsidiary of the Guarantor (other than the Company and its Restricted Subsidiaries) (i) which is organized under the laws of the United States or any State thereof; (ii) which conducts substantially all of its business and has substantially all of its assets within the United States; and (iii) of which more than 80% (by number of votes) of the Voting Stock is beneficially owned, directly or indirectly, by the Guarantor.
"Wholly-owned Significant Subsidiary" shall mean a Significant Subsidiary of which all of the issued and outstanding shares of stock (except shares required as directors' qualifying shares) and all Funded Debt and Current Debt shall be owned by the Guarantor and/or on or more of its Wholly-owned Significant Subsidiaries.
SECTION 10. JURISDICTION AND SERVICE IN RESPECT OF GUARANTOR.
The Guarantor hereby irrevocably submits to the jurisdiction of the courts of the Commonwealth of Massachusetts and of the courts of the United States of America having jurisdiction in the Commonwealth of Massachusetts for the purpose of any legal action or proceeding in any such court with respect to, or arising out of, this Agreement. The Guarantor hereby designates and appoints the Secretary of State of Massachusetts, and its successors as the Guarantor's lawful agent in the Commonwealth of Massachusetts upon which may be served and which may accept and acknowledge, for and on behalf of the Guarantor, all process in any action, suit or proceeding that may be brought against the Guarantor in any of the courts referred to in this Section, and agrees that such service of process, or the acceptance or acknowledgment thereof by said agent, shall be valid, effective and binding in every respect. If any Noteholder shall cause process to be served upon the Guarantor by being served upon such agent, a copy of such process shall also be mailed to the Guarantor by United States registered mail, first class postage prepaid, at 47 Old Yarmouth Road, Hyannis, Massachusetts 02601-0326, Attention: President or to such other address as the Guarantor may in writing designate to the Note Purchaser or to a subsequent Noteholder.
SECTION 11. SUCCESSORS AND ASSIGNS.
All covenants and agreements contained in this Agreement by or on behalf of the Guarantor shall be binding upon the Guarantor and its successors and assigns and shall inure to the benefit of the Note Purchaser and each and every Noteholder.
SECTION 12. NOTICES.
All notices, requests, demands, waivers or other communications required or contemplated hereby, except as otherwise provided in Section 10 hereof, shall be given or made as provided in Section 9.6 of the Note Agreement.
SECTION 13. GOVERNING LAW.
This Agreement and all rights arising hereunder shall be governed by and construed in accordance with Massachusetts law.
SECTION 14. AMENDMENTS, WAIVERS AND CONSENTS.
14.1. Consent Required. Any term, covenant, agreement or condition of this Agreement may, with the consent of the Guarantor, be amended or compliance therewith may be waived (either generally or in a particular instance and either retroactively or prospectively), if the Guarantor shall have obtained the consent in writing of the holders of at least 66-2/3% in aggregate principal amount of outstanding Notes; provided that without the written consent of the holders of all of the Notes then outstanding, no such waiver, modification, alteration or amendment shall be effective which will reduce the scope of the guaranty set forth in this Agreement or amend the requirements of Section 1,
Section 2, Section 3, Section 8 or this Section 14.
14.2. Solicitation of Noteholders. So long as there are any Notes outstanding, the Guarantor will not solicit, request or negotiate for or with respect to any proposed waiver or amendment of any of the provisions of this Agreement or the Notes unless each Noteholder (irrespective of the amount of Notes then owned by it) shall be informed thereof by the Guarantor and shall be afforded the opportunity of considering the same and shall be supplied by the Guarantor with sufficient information to enable it to make an informed decision with respect thereto. The Guarantor will not, directly or indirectly, payor cause to be paid any remuneration, whether by way of supplemental or additional interest, fee or otherwise, to any Noteholder as consideration for or as an inducement to entering into by any Noteholder of any waiver or amendment of any of the terms and provisions of this Agreement unless such remuneration is concurrently offered, on the same terms, ratably to all Noteholders then outstanding.
14.3. Effect of Amendment or Waiver. Any such amendment or waiver shall apply equally to all of the Noteholders and shall be binding upon them, upon each future Noteholder and upon the Guarantor, whether or not such Note shall have been marked to indicate such amendment or waiver. No such amendment or waiver shall extend to or affect any obligation not expressly amended or waived or impair any right consequent thereon.
IN WITNESS WHEREOF, the Guarantor has caused this Agreement to be duly executed under seal as of the day and year first above written.
BARNSTABLE HOLDING CO., INC.

By:  /s/ George D. Wadsworth
   --------------------------------
         George D. Wadsworth, President
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GUARANTY AGREEMENT
AGREEMENT dated as of February 23, 2001 by Connecticut Water Service, Inc., a Connecticut corporation (the "Guarantor").
RECITALS OF THE GUARANTOR
A. The Guarantor owns 100% of the outstanding shares of common stock of Barnstable Holding Company, a Massachusetts corporation (the "Prior Guarantor") which, in turn, owns 100% of the outstanding shares of common stock of Barnstable Water Company, a Massachusetts corporation (the "Company").
B. The Company entered into a Note Agreement dated as of February 15, 1991 (the "Note Agreement") with Indianapolis Life Insurance Company (the "Note Purchaser") providing for the sale by the Company of its $2,000,000 principal amount 10.2% Senior Notes due February 15, 2011 (the "Notes").
C. Capitalized terms used but not defined herein shall have the meanings assigned in the Note Agreement.
NOW, THEREFORE, in consideration of the premises and the mutual covenants herein contained and to give effect to the terms of the Consent and Waiver dated as of December 21, 2000 by Indianapolis Life Insurance Company (the "Holder") in favor of the Company, the Prior Guarantor and the Guarantor and to induce every future holder of the Notes to purchase the Notes, it is hereby agreed as follows:
SECTION 1. GUARANTEE.
The Guarantor hereby unconditionally guarantees to each holder of any Note (collectively "Noteholders" and individually a "Noteholder") (1) the due and punctual payment at maturity, whether at stated maturity, by acceleration, by notice of prepayment or otherwise, of the principal of and premium, if any, and interest on the Notes in accordance with the terms and conditions thereof and of the Note Agreement, and (2) the prompt performance and compliance by the Company with each of its other obligations under the Note Agreement.
SECTION 2. PAYMENT UPON CERTAIN EVENTS.
The Guarantor agrees that, if any of the following events occurs, i.e.,
(a) the entry of a decree or order by a court having jurisdiction in the premises for relief under any bankruptcy or similar law or laws for the relief of debtors in respect of the Guarantor, or adjudging the Guarantor a bankrupt or insolvent, or approving as properly filed a petition seeking reorganization, adjustment or composition of or in respect of the Guarantor under the Federal Bankruptcy Code or any other applicable Federal or state law, or appointing a custodian, receiver, liquidator, assignee, trustee,
sequestrator (or other similar official) of or for the Guarantor or any substantial part of its property, or ordering the winding up or liquidation of its affairs, and the continuance of any such decree or order unstayed and in effect for a period of 60 consecutive days; or
(b) the commencement by the Guarantor of a voluntary case, or the institution by it of proceedings to be adjudicated a bankrupt or insolvent, or the consent by it to the institution of bankruptcy or insolvency proceedings against it, or the filing by it of a petition or answer or consent seeking reorganization, arrangement or relief under the Federal Bankruptcy Code or any other applicable Federal or state law, or the consent or acquiescence by it to the filing of any such petition or to the appointment of or taking possession by a custodian, receiver, liquidator, assignee, trustee, sequestrator (or other similar official) of the Guarantor or any substantial part of its property, or the making by it of an assignment for the benefit of creditors, or the admission by it in writing of its inability or its failure to pay its debts generally as they become due, or the taking of corporate action by the Guarantor in furtherance of any such action;
the Guarantor will forthwith pay to the Noteholders, without demand or notice and whether or not there has been any other default under the Note Agreement or the Notes, the whole amount of the principal of the Notes then outstanding and any unpaid interest thereon, and, to the extent not prohibited by applicable law, an amount as liquidated damages for the loss of the bargain evidenced hereby (and not as a penalty) equal to the Make Whole Amount.
SECTION 3. WAIVERS; OBLIGATION UNCONDITIONAL.
The Guarantor assents to all the terms, covenants and conditions of the Notes and the Note Agreement, and irrevocably waives presentation, demand for payment, or protest, of any of the Notes, any and all notice of any such presentation, demand or protest, notice of any Default or Event of Default under the Note Agreement, notice of acceptance of this guarantee or of the terms and provisions hereof by any Noteholder, any requirement of diligence or promptness on the part of any Noteholder in the enforcement of rights under the provisions hereof, of the Note Agreement or of the Notes, or any right to require any Noteholder to proceed first against the Company. The obligations of the Guarantor hereunder shall be unconditional irrespective of the genuineness, validity, regularity or enforceability of the Note Agreement or of the Notes or of any other circumstance which might otherwise constitute a legal or equitable discharge of a surety or guarantor. The obligations of the Guarantor hereunder shall not be affected by:
(a) the recovery of any judgment against the Company, or by the levy of any writ or process of execution under any such judgment, or by any action or proceeding taken by any Noteholder, either under the Notes or under the Note Agreement for the enforcement thereof, or hereof, or in the exercise of any right or power given or conferred thereby, or hereby, or
(b) any delay, failure or omission upon the part of any Noteholder to enforce any of the rights or powers given or conferred hereby or by the Note Agreement, or by any delay, failure or omission upon the part of any Noteholder to enforce any right of any Noteholder against the Company, or by any action by any Noteholder in granting
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indulgence to the Company, or in waiving or acquiescing in any Default or Event of Default upon the part of the Company under the Notes or under the Note Agreement, or
(c) the consolidation or merger of the Company with or into any other corporation or corporations or any sale, lease or other disposition of the Company's properties as an entirety or substantially as an entirety to any other corporation, or
(d) any other act or delay or failure to act, or by any other thing, which mayor might in any manner or to any extent vary the risk of the Guarantor hereunder;
it being the purpose and intent of the parties hereto that the obligations of the Guarantor hereunder shall be absolute and unconditional under any and all circumstances, and shall not be discharged except by payment as herein provided, and then only to the extent of such payment or payments.
SECTION 4. COLLECTION EXPENSES.
In the event that the Guarantor shall be required to make any payment to any Noteholder pursuant to this Agreement, it shall, in addition to such payment, pay to such Noteholder such further amount as shall be sufficient to cover the costs and expenses of collection, including a reasonable compensation to attorneys, and any expenses or liabilities incurred by any Noteholder hereunder. The covenants contained in this Agreement may be enforced by any Noteholder.
SECTION 5. NO SUBROGATION UNTIL PAYMENT IN FULL.
No payment by the Guarantor pursuant to the provisions hereof to any Noteholder shall entitle the Guarantor, by subrogation to the rights of the holders of the Notes in respect of which such payment is made or otherwise, to any payment by the Company or out of the property of the Company, except after payment in full of the entire principal of and premium, if any, and interest on the Notes, or provision for such payment satisfactory to the holders of the Notes.
SECTION 6. REPRESENTATIONS AND WARRANTIES.
The Guarantor represents and warrants that all representations set forth in the form of Closing Certificate of the Guarantor attached hereto as Schedule A are true and correct as of the date hereof.
SECTION 7. GUARANTOR COVENANTS.
From and after the date hereof and continuing so long as any amount remains unpaid on any Note:
7.1 Corporate Existence, Etc. The Guarantor will preserve and keep in full force and effect, and will cause each Significant Subsidiary to preserve and keep in full force and effect, its corporate existence and all licenses, permits and franchises necessary to the proper
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conduct of its business, provided that the foregoing shall not prevent any transaction permitted by Section 7.7.
7.2 Taxes, Claims for Labor and Materials, Compliance with Laws. The Guarantor will promptly pay and discharge, and will cause each Significant Subsidiary promptly to pay and discharge, all lawful taxes, assessments and governmental charges or levies imposed upon the Guarantor or such Significant Subsidiary, respectively, or upon or in respect of all or any part of the property or business of the Guarantor or such Significant Subsidiary, all trade accounts payable in accordance with usual and customary business tells, and all claims for work, labor or materials, which if paid might become a Lien upon any property of the Guarantor or such Significant Subsidiary; provided the Guarantor or such Significant Subsidiary shall not be required to pay any such tax, assessment, charge, levy, account payable or claim if (i) the validity, applicability or amount thereof is being contested in good faith by appropriate actions or proceedings which will prevent the forfeiture or sale of any property of the Guarantor or such Significant Subsidiary or any material interference with the use thereof by the Guarantor or such Significant Subsidiary, and (ii) the Guarantor or such Significant Subsidiary shall set aside on its books, reserves deemed by it to be adequate with respect thereto. The Guarantor will promptly comply and will cause each Significant Subsidiary to promptly comply with all laws, ordinances or governmental rules and regulations to which it is subject including, without limitation, the Occupational Safety and Health Act of 1970, as amended, ERISA and all laws, ordinances, governmental rules and regulations relating to environment, protection in all applicable jurisdictions, the violation of which could materially and adversely affect the properties, business, prospects, profits or condition of the Guarantor and its Significant Subsidiaries or would result in any Lien not pellitted under Section 7.4.
7.3 Limitations on Current Debt and Funded Debt. (a) The Guarantor will not, and will not permit CWC or any Significant Subsidiary to, create, assume or incur or in any manner become liable in respect of any Current Debt or Funded Debt, except:
(1) unsecured Funded Debt and Funded Debt secured by Liens permitted by Section 7.4(g), provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof:
(i) the aggregate of all Group Funded Debt and Group Current Debt shall not exceed 65% of the sum of Total Capitalization plus Consolidated Current Debt;
(ii) the Net Income Available for Fixed Charges in any consecutive 12 of the 15 calendar months immediately preceding any date of determination thereof shall have equaled at least 175% of Pro Forma Fixed Charges; and
(iii) CWC would be pellitted to incur $1.00 of additional Funded Debt under the provisions of Section 7.3(b)(1) of this Agreement.
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(2) any refinancing of Funded Debt issued and outstanding pursuant to Section 7.3(a)(I) (without increase in principal amount from the amount outstanding on the date of such refinancing);
(3) unsecured Current Debt, provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof:
(i) the aggregate of all Group Funded Debt and Group Current Debt shall not exceed 65% of the sum of Total Capitalization plus Consolidated Current Debt; and
(ii) CWC would be permitted to incur $1.00 of additional Current Debt under the provisions of Section 7.3(b)(3) of this Agreement;
(4) Current Debt or Funded Debt of CWC or a Significant Subsidiary to the Guarantor or to a Wholly-owned Significant Subsidiary.
(b) The Guarantor will not permit CWC to create, assume or incur or in any manner become liable in respect of any Current Debt or Funded Debt, except:
(1) Funded Debt of CWC, provided, that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof:
(i) the aggregate of all Funded Debt of CWC and Current Debt of CWC shall not exceed 65% of the sum of Total Capitalization plus aggregate Current Debt of CWC; and
(ii) the Guarantor would be permitted to incur $1.00 of additional Funded Debt under the provisions of Section 7.3(a)(I) of this Agreement;
(2) Any refinancing of Funded Debt of CWC issued and outstanding pursuant to Section 7.3(b)(I) (without increase in principal amount from the amount outstanding on the date of such refinancing);
(3) unsecured Current Debt of CWC, provided that at the time of issuance thereof and after giving effect thereto and to the application of the proceeds thereof.
(i) the aggregate of all Funded Debt of CWC and Current Debt of CWC shall not exceed 65% of the sum of Total Capitalization plus aggregate Current Debt of CWC, and
(ii) the Guarantor would be permitted to incur $1.00 of additional Current Debt under the provisions of Section 7.3(a)(3) of this Agreement, and
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(4) Current Debt or Funded Debt of CWC to the Guarantor or to a Wholly-owned Significant Subsidiary.
(c) Any corporation which becomes a Significant Subsidiary after the date hereof shall for all purposes of this Section 7.3 be deemed to have created, assumed or incurred at the time it becomes a Significant Subsidiary all Funded Debt of such corporation existing immediately after it becomes a Significant Subsidiary.
7.4 Limitation on Liens. The Guarantor will not, and will not permit any Significant Subsidiary to, create or incur, or suffer to be incurred or to exist, any Lien on its or their property or assets, whether now owned or hereafter acquired, or upon any income or profits therefrom, or transfer any property for the purpose of subjecting the same to the payment of obligations in priority to the payment of its or their general creditors, or acquire or agree to acquire, or permit any Significant Subsidiary to acquire, any property or assets upon conditional sales agreements or other title retention devices, except:
(a) Liens for property taxes and assessments or governmental charges or levies and Liens securing claims or demands of mechanics and materialmen, provided that payment thereof is not at the time required by
Section 7.2;
(b) Liens of or resulting from any judgment or award, the time for the appeal or petition for rehearing of which shall not have expired, or in respect of which the Guarantor or a Significant Subsidiary shall at any time in good faith be prosecuting an appeal or proceeding for a review and in respect of which a stay of execution pending such appeal or proceeding for review shall have been secured;
(c) Liens incidental to the conduct of business or the ownership of properties and assets (including Liens in connection with worker's compensation, unemployment insurance and other like laws, warehousemen's and attorneys' liens and statutory landlords' liens) and Liens to secure the performance of bids, tenders or trade contracts, or to secure statutory obligations, surety or appeal bonds or other Liens of like general nature incurred in the ordinary course of business and not in connection with the borrowing of money, provided in each case, the obligation secured is not overdue or, if overdue, is being contested in good faith by appropriate actions or proceedings;
(d) minor survey exceptions or minor encumbrances, easements or reservations, or rights of others for rights-of-way, utilities and other similar purposes, or zoning or other restrictions as to the use of real properties which are necessary for the conduct of the activities of the Guarantor and its Significant Subsidiaries or which customarily exist on properties of corporations engaged in similar activities and similarly situated and which do not in any event materially impair their use in the operation of the business of the Guarantor and its Significant Subsidiaries;
(e) Liens securing Indebtedness of a Significant Subsidiary to the Guarantor or to another Significant Subsidiary;
(f) Liens existing as of January 31, 2001 and reflected on Schedule B attached hereto; and
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(g) Liens incurred after the First Closing Date given to secure the payment of the purchase price incurred in connection with the acquisition of fixed assets useful and intended to be used in carrying on the business of the Guarantor or a Significant Subsidiary, including Liens existing on such fixed assets at the time of acquisition thereof or at the time of acquisition by the Guarantor or a Significant Subsidiary of any business entity then owning such fixed assets, whether or not such existing Liens were given to secure the payment of the purchase price of the fixed assets to which they attach so long as they were not incurred, extended or renewed in contemplation of such acquisition, provided that
(i) the Lien shall attach solely to the fixed assets acquired or purchased; (ii) at the time of acquisition of such fixed assets, the aggregate amount remaining unpaid on all Indebtedness secured by Liens on such fixed assets whether or not assumed by the Guarantor or a Significant Subsidiary shall not exceed an amount equal to 65% (or 100% in the case of Capitalized Leases) of the lesser of the total purchase price or fair market value at the time of acquisition of such fixed assets (as determined in good faith by the Guarantor), and (iii) all such Indebtedness shall have been incurred within the applicable limitations provided in Section 7.3(a)(1) or Section 7.3 (a)(2).
7.5 Limitation on Sale and Leaseback. The Guarantor will not, and will not permit any Significant Subsidiary to, enter into any arrangement whereby the Guarantor or any Significant Subsidiary shall sell or transfer any property owned by the Guarantor or any Significant Subsidiary to any Person other than the Guarantor or a Significant Subsidiary and thereupon the Guarantor or any Significant Subsidiary shall lease or intend to lease, as lessee, the same property unless such sale and leaseback would be permitted by Sections 7.3, 7.4 and 7.7.
7.6 Investments. The Guarantor will not, and will not permit any Significant Subsidiary to, make any Investments, other than:
(a) Investments by (i) the Guarantor in and to the Restricted Group, including any Investment in a corporation which, after giving effect to such investment, will become a member of the Restricted Group and (ii) any Significant Subsidiary in and to another Significant Subsidiary, including any Investment in a corporation which after giving effect to such Investment will become a Significant Subsidiary;
(b) Investments by the Guarantor or any Significant Subsidiary in
(i) the acquisition of fixed assets used and useful and intended to be used or consumed in carrying on the business of the Restricted Group; or
(ii) any Investment described in paragraphs (a) through (f), inclusive, of
Section 5.l0 of the Note Agreement;
(c) Investments by the Guarantor in direct obligations of the United States of America or any agency or instrumentality of the United States of America, the payment or guarantee of which constitutes a full faith and credit obligation of the United States of America, in either case, maturing in five years or less from the date of acquisition thereof;
(d) Investments by the Guarantor in certificates of deposit maturing within three years from the date of issuance thereof, issued by a bank or trust company organized under the laws of the United States or any state thereof, having capital, surplus
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and undivided profits aggregating at least $100,000,000 and whose long-term certificates of deposit are, at the time of acquisition thereof by the Guarantor, rated AA or better by Standard & Poor's Corporation or Aa or better by Moody's Investors Service, Inc.;
(e) Investments by the Guarantor in debt Securities issued by corporations organized under the laws of the United States or any state thereof maturing in three years or less from the date of acquisition thereof which, at the time of acquisition by the Guarantor, is accorded a rating of A or better by S&P or Moody's;
(f) Investments by the Guarantor in general obligations of any state or political subdivision of any state maturing in three years or Less from the date of acquisition thereof which, at the time of acquisition by the Guarantor, is accorded a rating of AA or better by S&P or Aa or better by Moody's;
(g) loans or advances in the usual and ordinary course of business to officers, directors and employees for expenses (including moving expenses related to a transfer) incidental to carrying on the business of the Guarantor or any Significant Subsidiary; and
(h) receivables arising from the sale of goods and services in the ordinary course of business of the Guarantor and its Significant Subsidiaries.
In valuing any Investments for the purpose of applying the limitations set forth in this Section 7.6, such investments shall be taken at the original cost thereof, without allowance for any subsequent write-offs or appreciation or depreciation therein, but less any amount repaid or recovered on account of capital or principal.
For purposes of this Section 7.6, at any time when a corporation becomes a Significant Subsidiary, all Investments of such corporation at such time shall be deemed to have been made by such corporation, as a Significant Subsidiary, at such time.
7.7 Mergers and Consolidations. (a) The Guarantor will not, and will not permit any Significant Subsidiary to, consolidate with or be a party to a merger with any other corporation, provided, however, that:
(1) any Significant Subsidiary may merge or consolidate with or into the Guarantor or any Wholly-owned Significant Subsidiary or any entity which after giving effect to such merger or consolidation would become a Significant Subsidiary so long as in any merger or consolidation involving the Guarantor, the Guarantor shall be the surviving or continuing corporation; and
(2) the Guarantor may consolidate or merge with any other corporation if (i) the surviving or continuing corporation (the "New Guarantor") shall be a corporation organized and existing under the laws of the United States of America or any State thereof or the District of Columbia, (ii) the New Guarantor shall expressly and unconditionally assume, by an instrument in writing the due and punctual performance or observance of every covenant of this Agreement to be performed or observed by the Guarantor, (iii) the Guarantor shall have delivered to the holders of the Notes a certificate of a responsible officer of
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the Guarantor and an opinion of counsel, each stating that such consolidation or merger complies with the provisions of this Section 7.7(2) and that all conditions precedent relating to such transaction provided for in this Section 7.7(2) have been met and
(iv) at the time of such consolidation or merger and after giving effect thereto, no Default or Event of Default shall have occurred and be continuing.
(b) The Guarantor will not permit CWC to consolidate with or be party to a merger with any other corporation unless CWC is the surviving or continuing corporation and the Guarantor shall have caused CWC to have delivered to the holders of the Notes a certificate of a responsible officer of CWC stating that at the time of such consolidation or merger and after giving effect thereto, no Default or Event of Default shall have occurred and be continuing.
7.8 Sale of Assets; Issuance or Sale of Subsidiary Stock.
(a) Except as otherwise permitted by Section 7.7, the Guarantor will not, and will not permit any Significant Subsidiary to, sell, lease or otherwise dispose of more than an insubstantial part (as defined in paragraph (f) of this Section 7.8) of the assets of the Guarantor and its Significant Subsidiaries (other than in the ordinary course of business) (a "Disposition") unless an amount at least equal to 25% of the net proceeds of such Disposition received by the Guarantor or such Significant Subsidiary is, within three months of the date of such Disposition, (i) used to prepay the Notes in accordance with Section 2.2 of the Note Agreement, or (ii) used to purchase Notes from the holders thereof in accordance with the provisions of Section 5.13 of the Note Agreement or
(iii) invested in Investments permitted by Section 7.6; provided that (x) any Significant Subsidiary may sell, lease or otherwise dispose of more than an insubstantial part of its assets to the Guarantor or any Wholly-owned Significant Subsidiary, and (y) Barlaco may lease more than an insubstantial part of its assets to the Company pursuant to the provisions of the Real Estate Lease.
(b) The Guarantor will not permit any Significant Subsidiary to issue or sell any shares of stock of any class (including as "stock" for the purposes of this Section 7.8, any warrants, rights or options to purchase or otherwise acquire stock or other Securities exchangeable for or convertible into stock) of such Significant Subsidiary to any Person other than the Guarantor or a Wholly-owned Significant Subsidiary, except for the purpose of qualifying directors, or except in satisfaction of the validly pre-existing preemptive rights of minority shareholders in connection with the simultaneous issuance of stock to the Guarantor and/or a Significant Subsidiary whereby the Guarantor and/or such Significant Subsidiary maintain their same proportionate interest in such Significant Subsidiary.
(c) The Guarantor will not sell, transfer or otherwise dispose of any shares of stock of any Significant Subsidiary (except to qualify directors), and will not permit any Significant Subsidiary to sell, transfer or otherwise dispose of (except to the Guarantor or a Wholly-owned Significant Subsidiary) any shares of stock of any other Significant Subsidiary, unless:
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(1) simultaneously with such sale, transfer, or disposition, all shares of stock of such Significant Subsidiary at the time owned by the Guarantor and by every other Significant Subsidiary shall be sold, transferred or disposed of as an entirety;
(2) the Board of Directors of the Guarantor shall have determined, as evidenced by a resolution thereof, that the proposed sale, transfer or disposition of said shares of stock is in the best interests of the Guarantor;
(3) said shares of stock are sold, transferred or otherwise disposed of to a Person, for a cash consideration and on terms reasonably deemed by the Board of Directors to be adequate and satisfactory;
(4) the Significant Subsidiary being disposed of shall not have any continuing investment in the Guarantor or any other Significant Subsidiary not being simultaneously disposed of;
(5) such sale or other disposition does not involve more than an insubstantial part (as hereinafter defined) of the assets of the Guarantor and its Significant Subsidiaries.
(d) Notwithstanding any contrary provisions of this Guaranty, the Guarantor shall at all times own 100% of the outstanding common stock of CWC and at least 95% of the outstanding common stock of the Company.
(e) The Guarantor shall not permit CWC to sell, transfer or otherwise dispose of more than an insubstantial part (as defined in Paragraph (f) of this Section 7.8) of its assets ( other than in its ordinary course of business) (a "CWC Disposition") unless (i) an amount at least equal to 75% of the net proceeds of such CWC Disposition received by CWC is, within three months of the date of such CWC Disposition, used to prepay the Notes at any applicable prepayment premium, on a pro rata basis, in accordance with Section 2.2 of the Note Agreement, or (ii) an amount at least equal to 75% of the net proceeds of such CWC Disposition received by CWC were or are, within ten months of the date of such CWC Disposition, applied to the acquisition of fixed assets useful and intended to be used in the operation of the business of CWC and having a fair market value (as determined in good faith by the Board of Directors of the Company) at least equal to that of the assets so disposed of.
(f) (i) For purposes Sections 7.8(a) and (c), a sale, transfer or other disposition shall be deemed to be more than an "insubstantial part" of the assets of the Guarantor and its Significant Subsidiaries if the fair market value of the assets to be sold, transferred or otherwise disposed of (determined in good faith by a resolution adopted by the Board of Directors of the Guarantor), together with the fair market value of all other assets previously disposed of during the immediately preceding 12-month period ending on the date of such sale, transfer or other disposition, exceeds $100,000; (ii) for purposes of Section 7.8(e), a sale, transfer or other disposition by CWC shall be deemed to be more than an "insubstantial part" of the assets of CWC if the fair market value of the assets to be sold,
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transferred or otherwise disposed of (determined in good faith by a resolution adopted by the Board of Directors of CWC), together with the fair market value of all other assets sold, transferred or otherwise disposed of in the immediately preceding 12-month period ending on the date of such sale, transfer or other disposition, exceeds $500,000; provided that the sale, transfer or other disposition by CWC of any Class III Land shall not be subject to the requirements of Section 7.8(e).
7.9 Guaranties. The Guarantor will not, and will not permit any Significant Subsidiary to, become or be liable in respect of any Guaranty except Guaranties by the Guarantor which are limited in amount to a stated maximum dollar exposure or which constitute Guaranties of obligations incurred by the Company or any Significant Subsidiary in compliance with the provisions of this Agreement.
7.10 Use of Real Property.
(a) The Guarantor will not, and will not permit any member of the Restricted Group to, use, sell, lease or otherwise dispose of any of its real property in a manner which could impair in any material respect the business of the Company as a corporation principally engaged in the storage, transmission and sale of water for domestic, industrial and commercial uses, and activities related thereto (the "Company's Business").
(b) Prior to any change in use by any Significant Subsidiary (other than Barlaco) of any of its real property (including a Disposition to any other Person), the Guarantor will furnish or cause to be furnished to each holder of the Notes a hydrological assessment of the property in view of the proposed use by a Hydrogeologist stating that the proposed use could not reasonably be expected to impair in any material respect the Company's Business.
"Hydrogeologist" shall mean a hydrogeologist who is (i) certified by the National Water Well Association as a certified groundwater professional, or
(ii) a member of the American Institute of Professional Geologists having appropriate academic and work experience in hydrogeology or (iii) a member of the American Institute of Hydrology having appropriate academic and work experience in hydrology.
7.11 Purchase of Notes. Neither the Guarantor nor any Significant Subsidiary or Affiliate, directly or indirectly, may purchase or make any offer to purchase any Notes unless an offer has been made to purchase Notes, pro rata, from all holders of the Notes at the same time and upon the same terms. In case the Guarantor purchases or otherwise acquires any Notes, such Notes shall immediately thereafter be cancelled and no Notes shall be issued in substitution therefor. Without limiting the foregoing, upon the purchase or other acquisition of any Notes by the Guarantor, any Significant Subsidiary or any Affiliate, such Notes shall no longer be outstanding for purposes of any section of the Note Agreement relating to the taking by the holders of the Notes of any actions with respect thereto, including, without limitation, Section 6.3, Section 6.4 and
Section 7.1 of the Note Agreement.
7.12 Transactions with Affiliates. The Guarantor will not, and will not permit any Significant Subsidiary to, enter into or be a party to any transaction or arrangement with any
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Affiliate (including, without limitation, the purchase from, sale to or exchange of property with, or the rendering of any service by or for, any Affiliate), except in the ordinary course of and pursuant to the reasonable requirements of the Guarantor's or such Significant Subsidiary's business and upon fair and reasonable terms no less favorable to the Guarantor or such Significant Subsidiary than would obtain in a comparable arm's-length transaction with a Person other than an Affiliate; provided that notwithstanding the foregoing, the Guarantor may permit the Company and Barlaco to be parties to the Real Estate Lease.
7.13 Reports. The Guarantor will keep, and will cause CWC and each Significant Subsidiary to keep, proper books of record and account in which full and correct entries will be made of all dealings or transactions of, or in relation to, the business and affairs of the Guarantor or such Significant Subsidiary, in accordance with GAAP consistently applied (except for changes disclosed in the financial statements furnished to the Note Purchaser pursuant to this Section 7.13 and concurred in by the independent public accountants referred to in Section 7.13(b) hereof), and will furnish to the Note Purchaser so long as it is the holder or any Note and to each other Institutional Holder of the then outstanding Notes (in duplicate if so specified below or otherwise requested):
(a) Quarterly Statements. As soon as available and in any event within 75 days after the end of the first quarterly fiscal period and within 60 days after the end of each other quarterly fiscal period of each fiscal year, copies of:
(1) consolidated balance sheets of the Guarantor and its consolidated subsidiaries as of the close of such quarterly fiscal period, setting forth in comparative form the consolidated figures for the fiscal year then most recently ended,
(2) consolidated statements of income of the Guarantor and its consolidated subsidiaries for such quarterly fiscal period and for the portion of the fiscal year ending with such quarterly fiscal period, in each case setting forth in comparative form the consolidated figures for the corresponding periods of the preceding fiscal year, and
(3) consolidated statements of cash flows of the Guarantor and its consolidated subsidiaries for the portion of the fiscal year ending with such quarterly fiscal period, setting forth in comparative form the consolidated figures for the corresponding period of the preceding fiscal year,
all in reasonable detail prepared in conformity with GAAP and certified as complete and correct by an authorized financial officer of the Guarantor;
(b) Annual Statements. As soon as available and in any event within 120 days after the close of each fiscal year of the Guarantor, copies of:
(1) consolidated balance sheets of the Guarantor and its consolidated subsidiaries as of the close of such fiscal year, and
12
(2) consolidated statements of income and retained earnings and cash flows of the Guarantor and its consolidated subsidiaries for such fiscal year,
in each case setting forth in comparative form the consolidated figures for the preceding fiscal year, all in reasonable detail and accompanied by a report thereon of a firm of independent public accountants of recognized national standing selected by the Guarantor to the effect that the consolidated financial statements present fairly, in all material respects, the consolidated financial position of the Guarantor and its consolidated subsidiaries as of the end of the fiscal year being reported on and the consolidated results of the operations and cash flows for said year in conformity with GAAP and that the examination of such accountants in connection with such financial statements has been conducted in accordance with generally accepted auditing standards and included such tests of the accounting records and such other auditing procedures as said accountants deemed necessary in the circumstances;
(c) Audit Reports. Promptly upon receipt thereof, one copy of each interim or special audit made by independent accountants of the books of the Guarantor or any Significant Subsidiary and any management letter received from such accountants;
(d) SEC and Other Reports. Promptly upon their becoming available, one copy of each financial statement, report, notice or proxy statement sent by the Guarantor to common stockholders generally and of each regular or periodic report, and any registration statement or prospectus filed by the Guarantor or CWC with any securities exchange or the Securities and Exchange Commission or any successor agency, and copies of any material orders in any material proceedings to which the Guarantor, CWC or any Significant Subsidiary is a party, issued by any governmental agency, Federal or state, having jurisdiction over the Guarantor, CWC or any Significant Subsidiary;
(e) Officer's Certificates. Within the periods provided in paragraphs (a) and (b) above, a certificate of an authorized financial officer of the Guarantor stating that such officer has reviewed the provisions of this Agreement and setting forth: (i) the information and computations (in sufficient detail) required in order to establish whether the Guarantor was in compliance with the requirements of Section 7.2 through Section 7.12 at the end of the period covered by the financial statements then being furnished, and (ii) whether there existed as of the date of such financial statements and whether, to the best of such officer's knowledge, there exists on the date of the certificate or existed at any time during the period covered by such financial statements any default under any of the terms or provisions of this Agreement and, if any such condition or event exists on the date of the certificate, specifying the nature and period of existence thereof and the action the Company is taking and proposes to take with respect thereto;
(f) Accountants' Certificates. Within the period provided in paragraph (b) above, a certificate of the accountants who render an opinion with respect to such financial statements, stating that they have reviewed this Agreement and stating further whether, in making their audit, such accountants have become aware of any default under any of the terms or provisions of this Agreement insofar as any such terms or provisions
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pertain to or involve accounting matters or determinations, and if any such condition or event then exists, specifying the nature and period of existence thereof;
(g) Requested Information. With reasonable promptness, such other data and information as the Note Purchaser or any such Institutional Holder may reasonably request;
(h) Alternative Financial Statements. Within the respective periods provided in paragraphs (a) and (b) above, financial statements of the character and for the dates and periods as in said paragraphs (a) and
(b) provided covering the Guarantor, CWC and the Significant Subsidiaries if any subsidiary or subsidiaries of the Guarantor (other than CWC and the Significant Subsidiaries) individually or in the aggregate constitute more than 10% of the aggregate assets (determined in accordance with GAAP) of the Guarantor and its consolidated subsidiaries or contribute individually or in the aggregate more than 10% of net income (determined in accordance with GAAP) of the Guarantor and its consolidated subsidiaries; and
(i) The Guarantor may comply with the requirements of paragraphs
(a) and (b) of this Section 7.13 by providing each Institutional Holder of the Notes with a copy of the Guarantor's SEC Reports on Form 10-K (in the case of paragraph (b)) and the applicable quarterly reports on Form 10-Q (in the case of paragraph (a)), so long as such Forms 10-K and l0-Q contain substantially the same financial information described in clauses
(a) and (b) above and in the case of clause (b), the auditors opinion.
7.14 CWC. The Guarantor shall cause CWC to maintain at all times CWC Tangible Net Worth of not less than $50,000,000.
SECTION 8. REQUIRED PURCHASE OF NOTES ON GUARANTOR CHANGE OF CONTROL.
In the event that a Guarantor Change of Control shall occur or the Guarantor shall have knowledge of any impending Guarantor Change of Control, the Guarantor shall give written notice thereof (a "Guarantor Notice") promptly (and in any event within three business days thereafter) to each holder of the Notes then outstanding. The Guarantor Notice shall (i) describe in reasonable detail the facts and circumstances giving rise to such Guarantor Change of Control, (ii) offer to purchase, on a date (the "Change of Control Purchase Date") which shall be not less than 30 days nor more than 60 days after the date of the Guarantor Notice, all of the Notes held by such holder, at a price equal to 100% of the principal amount of Notes so to be prepaid, accrued interest thereon to the Change of Control Purchase Date, together with the then applicable Make-Whole Amount, (iii) request such holder to notify the Guarantor in writing, not less than 10 days prior to the Change of Control Purchase Date, of its acceptance or rejection of such offer, (iv) inform such holder that, upon its receipt of the Guarantor Notice, failure to reject such offer in writing on or before the l0th day prior to the Change of Control Purchase Date shall be deemed acceptance of such offer and (v) set forth the respective names and addresses of, and principal amounts of the Notes held by, any other holders of the Notes then outstanding. Not less than two business days prior to the Change of Control Purchase Date, the Guarantor shall
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provide each holder of the Notes with a reasonably detailed computation of the Make-Whole Amount.
The Guarantor covenants and agrees that it will on the Change of Control Purchase Date purchase, or cause to be purchased, all of the Notes held by each holder of the Notes then outstanding which has accepted the purchase offer in accordance with this Section 8, by payment of the principal amount of such Notes, together with interest accrued on the unpaid principal amount of such Notes to the Change of Control Purchase Date and the then applicable Make- Whole Amount.
For purposes of this Section 8, the following terms shall have the meanings ascribed thereto below:
"Control Group" shall mean any related Persons constituting a "group" for the purposes of Section l3(d) of the Securities Exchange Act of 1934, as amended (other than the Designated Shareholders).
"Guarantor Change of Control" shall mean the occurrence after the date of this Guaranty of any event which results in either (i) the legal or beneficial ownership of more than 35% of the outstanding shares of Voting Stock of the Guarantor being owned by any Person or Control Group, or (ii) any Person or Control Group having the power to elect, appoint or cause the election or appointment of, at least a majority of the members of the Board of Directors of the Guarantor through beneficial ownership of capital stock of the Guarantor or otherwise.
SECTION 9. DEFINITIONS.
In addition to the terms defined in the Note Agreement or elsewhere in this Agreement, and unless the context otherwise requires, the terms hereinafter set forth when used herein shall have the following meanings and the following definitions shall be equally applicable to both the singular and plural forms of any of the terms herein defined:
"Barlaco" shall mean Barlaco, Inc., a Massachusetts corporation.
"Class III Land" shall mean any land designated as Class III land by the Connecticut Department of Health.
"Consolidated Net Income" for any period shall mean the gross revenues of the Guarantor and its consolidated subsidiaries for such period less all expenses and other proper charges (including taxes on income), determined on a consolidated basis after eliminating earnings or losses attributable to outstanding Minority Interests, but excluding in any event:
(a) any gains or losses on the sale or other disposition of Investments or fixed or capital assets, and any taxes on such excluded gains and any tax deductions or credits on account of any such excluded losses;
(b) the proceeds of any life insurance policy;
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(c) net earnings and losses of any consolidated subsidiary accrued prior to the date it became a consolidated subsidiary;
(d) net earnings and losses of any corporation (other than a consolidated subsidiary), substantially all the assets of which have been acquired in any manner by the Guarantor or any consolidated subsidiary, realized by such corporation prior to the date of such acquisition;
(e) net earnings and losses of any corporation (other than a consolidated subsidiary) with which the Guarantor or a consolidated subsidiary shall have consolidated or which shall have merged into or with the Guarantor or a consolidated subsidiary prior to the date of such consolidation or merger;
(f) net earnings of any business entity (other than a consolidated subsidiary) in which the Guarantor or any consolidated subsidiary has an ownership interest unless such net earnings shall have actually been received by the Guarantor or such consolidated subsidiary in the form of cash distributions;
(g) any portion of the net earnings of any consolidated subsidiary which for any reason is unavailable for payment of dividends to the Guarantor or any other consolidated subsidiary;
(h) earnings resulting from any reappraisal, revaluation or write-up of assets;
(i) any deferred or other credit representing any excess of the equity in any Subsidiary at the date of acquisition thereof over the amount invested in such Subsidiary;
(j) any gain arising from the acquisition of any Securities of the Guarantor or any consolidated subsidiary; and
(k) any reversal of any contingency reserve, except to the extent that provision for such contingency reserve shall have been made from income arising during such period.
"Consolidated Net Tangible Assets" shall mean as of the date of any determination thereof the total amount of all Tangible Assets of the Guarantor and its consolidated subsidiaries after deducting therefrom all Restricted Investments and all items which in accordance with GAAP would be included on the liability and equity side of a consolidated balance sheet, except deferred income taxes, deferred investment tax credits, capital stock of any class, surplus and Funded Debt of the Guarantor and its consolidated subsidiaries.
"Consolidated Tangible Net Worth" shall mean as of the date of any determination thereof Consolidated Net Tangible Assets less all outstanding Funded Debt, deferred income taxes and deferred investment tax credits of the Guarantor and its consolidated subsidiaries.
"CWC" shall mean The Connecticut Water Company, a Connecticut corporation and a subsidiary of the Guarantor.
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"CWC Net Tangible Assets" shall mean as of the date of any determination thereof the total amount of all CWC Tangible Assets after deducting therefrom all Restricted Investments and all items which in accordance with GAAP would be included on the liability and equity side of a consolidated balance sheet, except deferred income taxes, deferred investment tax credits, capital stock of any class, surplus and Funded Debt of CWC and its subsidiaries.
"CWC Tangible Assets" shall mean as of the date of any determination thereof the total amount of all assets of CWC and its subsidiaries (less depreciation, depletion and other properly deductible valuation reserves) after deducting good will, patents, trade names, trade marks, copyrights, franchises, experimental expense, organization expense, unamortized debt discount and expense, deferred assets other than prepaid insurance and prepaid taxes, the excess of cost of shares acquired over book value of related assets and such other assets as are properly classified as "intangible assets" in accordance with GAAP.
"CWC Tangible Net Worth" shall mean as of the date of any determination thereof CWC Net Tangible Assets less all outstanding Funded Debt, deferred income taxes and deferred investment tax credits of CWC and its subsidiaries.
"Disposition" is defined in Section 7.8(a).
"Fixed Charges" for any period shall mean on a consolidated basis the sum of (i) all Rentals (other than Rentals on Capitalized Leases) payable during such period by the Guarantor and its consolidated subsidiaries and (ii) all interest and all amortization of debt discount and expense on all Indebtedness (including the interest component of Rentals on Capitalized Leases) of the Guarantor and its consolidated subsidiaries. Computations of Fixed Charges on a pro forma basis for Indebtedness having a variable interest rate shall be calculated at the rate in effect on the date of any determination.
"Group Current Debt" shall mean Current Debt of the Guarantor and its consolidated subsidiaries, determined on a consolidated basis eliminating intercompany items.
"Group Funded Debt" shall mean Funded Debt of the Guarantor and its consolidated subsidiaries, determined on a consolidated basis eliminating intercompany items.
"Guaranty" shall mean this Guaranty Agreement as the same may from time to time be amended or modified.
"Minority Interests" shall mean any shares of stock of any class of a consolidated subsidiary (other than directors' qualifying shares as required by law) that are not owned by the Guarantor and/or one or more of its consolidated subsidiaries. Minority Interests shall be valued by valuing Minority Interests constituting preferred stock at the voluntary or involuntary liquidating value of such preferred stock, whichever is greater, and by valuing Minority Interests constituting common stock at the book value of capital and surplus applicable thereto adjusted, if necessary, to reflect any changes from the book value of such common stock required by the foregoing method of valuing Minority Interests in preferred stock.
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"Net Income Available for Fixed Charges" for any period shall mean the sum of (i) Consolidated Net Income during such period plus (to the extent deducted in determining Consolidated Net Income), (ii) all provisions for any Federal, state or other income taxes made by the Guarantor and its consolidated subsidiaries during such period and (iii) Fixed Charges of the Guarantor and its consolidated subsidiaries during such period.
"Pro Forma Fixed Charges" for any period shall mean, as of the date of any determination thereof, the maximum aggregate amount of Fixed Charges which would have become payable by the Guarantor and its consolidated subsidiaries in such period determined on a pro forma basis giving effect as of the beginning of such period to the incurrence of any Funded Debt (including Capitalized Rentals) and the concurrent retirement of outstanding Funded Debt or Current Debt or termination of any Capitalized Leases.
"Real Estate Lease" shall mean that certain real estate lease between Barlaco, as lessor, and the Company, as lessee, executed by the parties thereto as of November 1, 1991, with a term beginning January 1, 1991.
"Restricted Group" shall mean collectively the Guarantor, its consolidated subsidiaries and affiliates.
"Significant Subsidiary" shall mean the Prior Guarantor, the Company and Barlaco and any subsidiary of the Prior Guarantor, the Company and Barlaco
(i) which is organized under the laws of the United States or any State thereof;
(ii) which conducts substantially all of its business and has substantially all of its assets within the United States; and (iii) of which more than 80% (by number of votes) of the Voting Stock is beneficially owned, directly or indirectly, by the Prior Guarantor, the Company and Barlaco.
"Tangible Assets" shall mean as of the date of any determination thereof the total amount of all assets of the Guarantor and its consolidated subsidiaries (less depreciation, depletion and other properly deductible valuation reserves) after deducting good will, patents, trade names, trade marks, copyrights, franchises, experimental expense, organization expense, unamortized debt discount and expense, deferred assets other than prepaid insurance and prepaid taxes, the excess of cost of shares acquired over book value of related assets and such other assets as are properly classified as "intangible assets" in accordance with GAAP.
"Total Capitalization" shall mean, at any date of determination thereof, the sum of (i) the aggregate principal amount of all Group Funded Debt then outstanding plus Consolidated Tangible Net Worth as of such date.
"Wholly-owned Significant Subsidiary" shall mean a Significant Subsidiary of which all of the issued and outstanding shares of common stock (except shares required as directors' qualifying shares) and all Funded Debt and Current Debt shall be owned by the Guarantor and/or one or more of its Wholly-owned Significant Subsidiaries.
SECTION 10. JURISDICTION AND SERVICE IN RESPECT OF GUARANTOR.
The Guarantor hereby irrevocably submits to the jurisdiction of the courts of the Commonwealth of Massachusetts and of the courts of the United States of America having
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jurisdiction in the Commonwealth of Massachusetts for the purpose of any legal action or proceeding in any such court with respect to, or arising out of, this Agreement. The Guarantor hereby designates and appoints the Secretary of State of Massachusetts, and its successors as the Guarantor's lawful agent in the Commonwealth of Massachusetts upon which may be served and which may accept and acknowledge, for and on behalf of the Guarantor, all process in any action, suit or proceeding that may be brought against the Guarantor in any of the courts referred to in this Section, and agrees that such service of process, or the acceptance or acknowledgment thereof by said agent, shall be valid, effective and binding in every respect. If any Noteholder shall cause process to be served upon the Guarantor by being served upon such agent, a copy of such process shall also be mailed to the Guarantor by United States registered mail, first class postage prepaid, at 47 Old Yarmouth Road, Hyannis, Massachusetts 02601-0326, Attention: President or to such other address as the Guarantor may in writing designate to the Note Purchaser or to a subsequent Noteholder.
SECTION 11. SUCCESSORS AND ASSIGNS.
All covenants and agreements contained in this Agreement by or on behalf of the Guarantor shall be binding upon the Guarantor and its successors and assigns and shall inure to the benefit of the Note Purchaser and each and every Noteholder.
SECTION 12. NOTICES.
All communications provided for hereunder shall be in writing and, if to you, delivered or mailed prepaid by registered or certified mail or overnight air courier, or by facsimile communication, in each case addressed to you at 699 Walnut Street, Suite 1700, Des Moines, Iowa 50305 or such other address as you or the subsequent holder of any Note initially issued to you may designate to the Company in writing, and if to the Company, delivered or mailed by registered or certified mail or overnight air courier, or by facsimile communication, to the Company at 93 West Main Street, Clinton, CT 06413, Attention: President or to such other address as the Company may in writing designate to you or to a subsequent holder of the Note initially issued to you; provided, however, that a notice to you by overnight air courier shall only be effective if delivered to you at the street address designated above, and a notice to you by facsimile communication shall only be effective if made by confirmed transmission to you at [fax], or, in either case, as you or a subsequent holder of any Note initially issued to you may designate to the Company in writing.
SECTION 13. GOVERNING LAW.
This Agreement and all rights arising hereunder shall be governed by and construed in accordance with Massachusetts law.
SECTION 14. AMENDMENTS, WAIVERS AND CONSENTS.
14.1 Consent Required. Any term, covenant, agreement or condition of this Agreement may, with the consent of the Guarantor, be amended or compliance therewith may be waived (either generally or in a particular instance and either retroactively or prospectively), if the Guarantor shall have obtained the consent in writing of the holders of at least 66-2/3% in aggregate principal amount of outstanding Notes; provided that without the written consent of
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the holders of all of the Notes then outstanding, no such waiver, modification, alteration or amendment shall be effective which will reduce the scope of the guaranty set forth in this Agreement or amend the requirements of Section 1,
Section 2, Section 3, Section 8 or this Section 14.
14.2 Solicitation of Noteholders. So long as there are any Notes outstanding, the Guarantor will not solicit, request or negotiate for or with respect to any proposed waiver or amendment of any of the provisions of this Agreement or the Notes unless each Noteholder (irrespective of the amount of Notes then owned by it) shall be informed thereof by the Guarantor and shall be afforded the opportunity of considering the same and shall be supplied by the Guarantor with sufficient information to enable it to make an informed decision with respect thereto. The Guarantor will not, directly or indirectly, pay or cause to be paid any remuneration, whether by way of supplemental or additional interest, fee or otherwise, to any Noteholder as consideration for or as an inducement to entering into by any Noteholder of any waiver or amendment of any of the terms and provisions of this Agreement unless such remuneration is concurrently offered, on the same terms, ratably to all Noteholders then outstanding.
14.3 Effect of Amendment or Waiver. Any such amendment or waiver shall apply equally to all of the Noteholders and shall be binding upon them, upon each future Noteholder and upon the Guarantor, whether or not such Note shall have been marked to indicate such amendment or waiver. No such amendment or waiver shall extend to or affect any obligation not expressly amended or waived or impair any right consequent thereon.
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The execution hereof by you shall constitute a contract between us for the uses and purposes hereinabove set forth, and this Guaranty may be executed in any number of counterparts, each executed counterpart constituting an original but all together only one agreement.
CONNECTICUT WATER SERVICE, INC.

By:  /s/: David C. Benoit
   ---------------------------
          David C. Benoit
          Vice President

Accepted as of February 23, 2001
INDIANAPOLIS LIFE INSURANCE COMPANY
 By AmerUs Capital Management,
as authorized agent

By:  /s/: Roger D. Fors
   --------------------
Its Roger D. Fors
V.P. Investment Management & Research
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SCHEDULE A
REPRESENTATIONS AND WARRANTIES
The Guarantor represents and warrants to you as follows:
1. Subsidiaries. Annex 1 attached hereto states the name of each of the Guarantor's consolidated subsidiaries, its jurisdiction of incorporation and the percentage of its Voting Stock owned by the Guarantor or its subsidiaries. The Guarantor and each consolidated subsidiary has good and marketable title to all of the shares it purports to own of the stock of each consolidated subsidiary, free and clear in each case of any Lien. All such shares have been duly issued and are fully paid and non-assessable.
2. Corporate Organization and Authority. The Guarantor, CWC and each Significant Subsidiary:
(a) is a corporation duly organized, validly existing and in good standing under the laws of its jurisdiction of incorporation;
(b) has all requisite power and authority and all necessary licenses and permits to own and operate its properties and to carry on its business as now conducted and as presently proposed to be conducted; and
(c) is duly licensed or qualified and is in good standing as a foreign corporation in each jurisdiction wherein the nature of the business transacted by it or the nature of the property owned or leased by it makes such licensing or qualification necessary.
3. Financial Statements. The December 31, 2000 financial statements of the Guarantor and its consolidated subsidiaries are true and complete in all material aspects.
4. Indebtedness. The financial statements referred to in Paragraph 3 correctly describe all Current Debt, Funded Debt and Capitalized Leases of the Guarantor and its consolidated subsidiaries outstanding as of the date thereof.
5. Full Disclosure. Neither the Guaranty nor any other written statement furnished by the Guarantor to you in connection with the negotiation of the Consent and Waiver of the Guaranty contains any untrue statement of a material fact or omits a material fact necessary to make the statements contained therein or herein not misleading. There is no fact peculiar to the Guarantor, CWC, and its Significant Subsidiaries which the Guarantor has not disclosed to you in writing or in public filings with the Securities and Exchange Commission which materially affects adversely nor, so far as the Guarantor can now foresee, will materially affect adversely the properties, business, prospects, profits or condition (financial or otherwise) of the Guarantor, CWC, or its Significant Subsidiaries, taken as a whole.
6. Pending Litigation. Except as may be disclosed pursuant to Paragraph 5, there are no proceedings pending or, to the knowledge of the Guarantor, threatened against or affecting the Guarantor, CWC, or its Significant Subsidiaries in any court or before any governmental authority or arbitration board or tribunal which involve the possibility of
materially and adversely affecting the properties, business, prospects, profits or condition (financial or otherwise) of the Guarantor, CWC, and its Significant Subsidiaries taken as a whole.
7. Title to Properties. The Guarantor and CWC each has good and marketable title in fee simple (or its equivalent under applicable law) to all material parcels of real property and has good title to all the other material items of property it purports to own except as sold or otherwise disposed of in the ordinary course of business and except for Liens permitted by the Guaranty.
8. Patents and Trademarks. The Company, CWC and each Significant Subsidiary owns or possesses all the patents, trademarks, trade names, service marks, copyright, licenses and rights with respect to the foregoing necessary for the present and planned future conduct of its business, without any known conflict with the rights of others.
9. Guaranty is Legal and Authorized. Compliance by the Guarantor with all of the provisions of the Guaranty
(a) is within the corporate powers of the Guarantor;
(b) will not violate any provisions of any law or any order of any court or governmental authority or agency and will not conflict with or result in any breach of any of the terms, conditions or provisions, or constitute a default under the Certificate of Incorporation or By-laws of the Guarantor or any indenture or other agreement or instrument to which the Guarantor is a party or by which it may be bound or result in the imposition of any Liens or encumbrances on any property of the Guarantor; and
(c) has been duly authorized by proper corporate action on the part of the Guarantor (no action by the stockholders of the Guarantor being required by law, by the Certificate of Incorporation or By-laws of the Guarantor or otherwise), executed and delivered by the Guarantor and the Guaranty constitutes the legal, valid and binding obligation, contract and agreement of the Guarantor enforceable in accordance with its terms.
10. No Defaults. No Default or Event of Default has occurred and is continuing. Neither the Guarantor nor CWC is in default in the payment of principal or interest on any Funded Debt or Current Debt or is in default under any instrument or instruments or agreements under and subject to which any Funded Debt or Current Debt has been issued and no event has occurred and is continuing under the provisions of any such instrument or agreement which with the lapse of time or the giving of notice, or both, would constitute an event of default thereunder.
11. Governmental Consent. No approval, consent or withholding of objection on the part of any regulatory body, state, Federal or local, is necessary in connection with the execution and delivery by the Guarantor of the Guaranty or compliance by the Guarantor with any of the provisions of the Guaranty.
12. Taxes. All tax returns required to be filed by the Guarantor, CWC or any Significant Subsidiaries in any jurisdiction have, in fact, been filed, and all taxes, assessments,
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SCHEDULER
LIENS EXISTING AS OF JANUARY 31, 2001
NONE
 
ANNEX L
SUBSIDIARIES OF THE GUARANTOR

                                                                     Percentage of Common Stock
                                                                     Owned by the Guarantor and
Name of Subsidiary                  Jurisdiction of Incorporation       each Other Subsidiary
------------------                  -----------------------------       ---------------------

The Connecticut Water Company                Connecticut                       100%

Chester Realty, Inc.                         Connecticut                       100%

Connecticut Water Utility Svc.               Connecticut                       100%

Connecticut Water Emergency Svc.             Connecticut                       100%

Gallup Water Service, Inc.                   Connecticut                       100%

Crystal Water Utilities                      Connecticut                       100%
Corporation

Crystal Water Co. of Danielson               Connecticut                       100%

Barnstable Holding Company                   Connecticut                       100%

Barnstable Water Company                    Massachusetts

BARLACO                                     Massachusetts

ANNEX l
 (to Exhibit A)
EXHIBIT 10.27
BARNSTABLE WATER COMPANY
SECOND AMENDMENT
Dated as of February 23, 2001
To
NOTE AGREEMENT
Dated as of February 15, 1991
Re: $2,000,000 10.2% Senior Notes
Due February 15, 2011
SECOND AMENDMENT TO NOTE AGREEMENT
THIS SECOND AMENDMENT dated as of February 23, 2001 (the or this "Second Amendment") to the Note Agreement dated as of February 15, 1991 is between BARNSTABLE WATER COMPANY, a Massachusetts corporation (the "Company"), and INDIANAPOLIS LIFE INSURANCE COMPANY (the "Noteholder").
RECITALS:
A. The Company and the Noteholder have heretofore entered into that certain Note Agreement dated as of February 15, 1991, as amended by that certain Amendment Agreement dated as of June 1, 1992 (as so amended, the "Note Agreement"). The Company has heretofore issued the $2,000,000 10.2% Senior Notes Due February 15, 2011 (the "Notes") pursuant to the Note Agreement.
B. The Company and the Noteholder now desire to amend the Note Agreement in the respects, but only in the respects, hereinafter set forth.
C. Capitalized terms used herein shall have the respective meanings ascribed thereto in the Note Agreement unless herein defined or the context shall otherwise require.
D. All requirements of law have been fully complied with and all other acts and things necessary to make this Second Amendment a valid, legal and binding instrument according to its terms for the purposes herein expressed have been done or performed.
Now, THEREFORE, upon the full and complete satisfaction of the conditions precedent to the effectiveness of this Second Amendment set forth in Section 3.1 hereof, and in consideration of good and valuable consideration the receipt and sufficiency of which is hereby acknowledged, the Company and the Noteholder do hereby agree as follows:
SECTION 1. AMENDMENTS.
1.1. Subsections (d), (e), (g), (k), (m), (n), (o) and (p), respectively, of Section 6.1 of the Note Agreement shall be and are hereby amended in their entirely to read as follows:
"(d) Default shall be made in the payment when due (whether by lapse of time, by declaration, by call for redemption or otherwise) of the principal of or interest on any Funded Debt or Current Debt (other than the Notes) of (i) the Guarantor, the Company or any Restricted Subsidiary or (ii) CWC (insofar as such Funded Debt or Current Debt of CWC is outstanding in an aggregate principal amount of at least $5,000,000), and such default shall continue beyond the period of grace, if any, allowed with respect thereto; or
(e) Default or the happening of any event shall occur under any indenture, agreement or other instrument under which any Funded Debt or Current Debt of the Guarantor, the Company, any Restricted Subsidiary or CWC may be issued and such default or event shall continue for a period of time sufficient to permit the acceleration of the maturity of any Funded Debt or Current Debt of (i) the Guarantor, the Company or any Restricted Subsidiary or (ii) CWC (insofar as such Funded Debt or Current Debt of CWC is outstanding in an aggregate principal amount of at least $5,000,000), outstanding thereunder; or
(g) Default shall occur in the observance or performance of any covenant or agreement contained in Sections 7.3 through 7.8, both inclusive, or Section 7.10 or Section 7.14 or Section 8 of the Guaranty; or
(k) Any representation or warranty made by Guarantor in the Guaranty, or made by the Guarantor or CWC in any statement or certificate furnished by the Guarantor or CWC, as the case maybe, pursuant thereto or hereto, is untrue in any material respect as of the date of the issuance or making thereof; or
(m) (i) Final judgment or judgments for the payment of money aggregating in excess of $100,000 is or are outstanding against the Guarantor, the Company or any Restricted Subsidiary or against any property or assets of either and anyone of such judgments has remained unpaid, unvacated, unbonded or unstayed by appeal or otherwise for a period of 60 days from the date of its entry or (ii) final judgment or judgments for the payment of money aggregating in excess of $1,000,000 is or are outstanding against CWC or against any property or assets of CWC and anyone of such judgments has remained unpaid, unvacated, unbonded or unstayed by appeal or otherwise for a period of 60 days from the date of its entry; or
(n) A custodian, liquidator, trustee or receiver is appointed for the Guarantor, the Company, any Restricted Subsidiary or CWC or for the major part of the property of either and is not discharged within 60 days after such appointments; or
(o) The Guarantor, the Company, any Restricted Subsidiary or CWC becomes insolvent or bankrupt, is generally not paying its debts as they become due or makes an assignment for the benefit of creditors, or the Guarantor, the Company, any Restricted Subsidiary or CWC applies for or consents to the appointment of a custodian, liquidator, trustee or receiver for the Guarantor, the Company, such Restricted Subsidiary or CWC or for the major part of the property of any such Person; or
(p) Bankruptcy, reorganization, arrangement or insolvency proceedings, or other proceedings for relief under any bankruptcy or similar law or laws for the relief of debtors, are instituted by or against the Guarantor, the
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Company, any Restricted Subsidiary or CWC and, if instituted against the Guarantor, the Company, any Restricted Subsidiary or CWC, as the case may be, are consented to or are not dismissed within 60 days after such institution."
1.2. The following definitions set forth in Section 8.1 of the Note Agreement shall be and are hereby amended in their entirety to read as follows:
"Guarantor" shall mean Connecticut Water Service, Inc., a Connecticut corporation of which the Company is an indirect subsidiary and any Person who succeeds to all or substantially all, of the assets and business of Connecticut Water Service, Inc.
"Guaranty" shall mean the Guaranty Agreement dated as of February 23, 2001 from the Guarantor in favor of the Purchaser, as the same may from time to time be amended or modified.
1.3. The following shall be added as a new definition in alphabetical order to Section 8.1 of the Note Agreement:
"CWC" shall mean The Connecticut Water Company, a Connecticut corporation and a direct subsidiary of the Guarantor and any Person who succeeds to all or substantially all, of the assets and business of The Connecticut Water Company.
SECTION 2. REPRESENTATIONS AND WARRANTIES OF THE COMPANY.
2.1. To induce the Noteholder to execute and deliver this Second Amendment (which representations shall survive the execution and delivery of this Second Amendment), the Company represents and warrants to the Noteholder that:
(a) this Second Amendment has been duly authorized, executed and delivered by it and this Second Amendment constitutes the legal, valid and binding obligation, contract and agreement of the Company enforceable against it in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles relating to or limiting creditors' rights generally;
(b) the Note Agreement, as amended by this Second Amendment, constitutes the legal, valid and binding obligation, contract and agreement of the Company enforceable against it in accordance with its terms, except as enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium or similar laws or equitable principles relating to or limiting creditors' rights generally;
(c) the execution, delivery and performance by the Company of this Second Amendment (i) has been duly authorized by all requisite corporate action and, if required, shareholder action, (ii) does not require the consent or approval of any governmental or
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regulatory body or agency, and (iii) will not (A) violate (1) any provision of law, statute, rule or regulation or its certificate of incorporation or bylaws, (2) any order of any court or any rule, regulation or order of any other agency or government binding upon it, or
(3) any provision of any material indenture, agreement or other instrument to which it is a party or by which its properties or assets are or may be bound, or (B) result in a breach or constitute (alone or with due notice or lapse of time or both) a default under any indenture, agreement or other instrument referred to in clause (iii)(A)(3) of this Section 2.1(c); and
(d) as of the date hereof and after giving effect to this Second Amendment, no Default or Event of Default has occurred which is continuing.
SECTION 3. CONDITIONS TO EFFECTIVENESS OF THIS SECOND AMENDMENT.
3.1. This Second Amendment shall not become effective until, and shall become effective when, each and every one of the following conditions shall have been satisfied:
(a) executed counterparts of this Second Amendment, duly executed by the Company and the Noteholder, shall have been delivered to the Noteholder;
(b) the Noteholder shall have received a copy of the resolutions of the Board of Directors of the Company authorizing the execution, delivery and performance by the Company of this Second Amendment, certified by its Secretary or an Assistant Secretary;
(c) the representations and warranties of the Company set forth in Section 2 hereof are true and correct on and with respect to the date hereof; and
(d) the Noteholder shall have received the favorable opinion of counsel to the Company as to the matters set forth in Sections 2.1(a), 2.1(b) and 2.1(c) hereof, which opinion shall be in form and substance satisfactory to the Noteholder.
Upon receipt of all of the foregoing, this Second Amendment shall become effective.
SECTION 4. PAYMENT OF NOTEHOLDER'S COUNSEL FEES AND EXPENSES.
4.1. The Company agrees to pay upon demand, the reasonable fees and expenses of Chapman and Cutler, counsel to the Noteholder, in connection with the negotiation, preparation, approval, execution and delivery of this Second Amendment.
SECTION 5. MISCELLANEOUS.
5.1. This Second Amendment shall be construed in connection with and as part of the Note Agreement, and except as modified and expressly amended by this Second Amendment, all terms, conditions and covenants contained in the Note Agreement and the Notes are hereby ratified and shall be and remain in full force and effect.
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5.2. Any and all notices, requests, certificates and other instruments executed and delivered after the execution and delivery of this Second Amendment may refer to the Note Agreement without making specific reference to this Second Amendment but nevertheless all such references shall include this Second Amendment unless the context otherwise requires.
5.3. The descriptive headings of the various Sections or parts of this Second Amendment are for convenience only and shall not affect the meaning or construction of any of the provisions hereof.
5.4. This Second Amendment shall be governed by and construed in accordance with Massachusetts law.
5
5.5. The execution hereof by you shall constitute a contract between us for the uses and purposes hereinabove set forth, and this Second Amendment may be executed in any number of counterparts, each executed counterpart constituting an original, but all together only one agreement.
BARNSTABLE WATER COMPANY

By:  /s/  David C. Benoit
   ------------------------
          David C. Benoit

Its Vice President and CFO
Accepted and Agreed to:
INDIANAPOLIS LIFE INSURANCE COMPANY
By: AmerUs Capital Management,
as authorized agent

By:  /s/ Timothy S. Reimer
   ------------------------
         Timothy S. Reimer

Its Senior Vice President Investment Strategy
 
EXHIBIT 10.28
EMPLOYMENT AGREEMENT
AGREEMENT by and between Barnstable Water Company, a Connecticut corporation with its principal office and place of business in Hyannis, Massachusetts (the "Company"), Connecticut Water Service, Inc., a Connecticut corporation and holder of all of the outstanding capital stock of the Company (the "Parent") and George Wadsworth, a resident of Duxbury, MA (Mr. Wadsworth or the "Employee"), dated as of February 23, 2001.
WHEREAS, the Company and the Parent have determined that it is in the best interests of the Company and the Parent to employ Mr. Wadsworth and the Employee desires to serve in that capacity or in such other capacity as may be reasonably assigned to him by the Company and the Parent;
NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:
1. Employment Period.
a. The Company shall employ the Employee, and the Employee shall serve the Company, on the terms and conditions set forth in this Agreement, for the period commencing on or before February 23, 2001 and ending on the fifth anniversary of such commencement date (the "Employment Period"). Unless the Employment Period is extended by a written agreement of the Company and the Employee, the Employee shall be deemed an employee-at-will, which means that Mr. Wadsworth or the Company may terminate his employment provided, however, that nothing herein shall release the Company or the Parent of any obligation under Section 7.12 (b) of the Merger Agreement between the Company and the Parent dated as of October 4, 2000. No agreement to extend the Employment Period shall be valid unless it is in writing and signed by an Authorized Senior Officer. For purposes of this Agreement, the term "Authorized Senior Officer" shall mean the Chief Executive Officer or a Vice President of the Parent.
b. If the Company and the Parent determine not to extend the Employment Period beyond the initial five (5) year term, the Company or the Parent shall so notify the Employee in writing not less than six (6) months prior to the expiration of the initial term.
2. Position and Duties.
a. During the Employment Period, the Employee shall serve as President of the Company. He shall report to the President of the Parent while responsible to the designated senior officers of the Parent in the major functional areas. The Employee shall have authority, duties and
responsibilities pertaining to the water system operations and maintenance as are reasonably assigned by the Company.
b. During the Employment Period and any subsequent period when the Employee is employed by the Company, and excluding any periods of vacation and sick leave to which the Employee is entitled, the Employee shall devote reasonable attention and time during normal business hours to the business and affairs of the Company and, to the extent necessary to discharge the responsibilities assigned to the Employee under this Agreement, use the Employee's reasonable best efforts to carry out such responsibilities faithfully and efficiently. It shall not be considered a violation of the foregoing for the Employee to serve on corporate, civic or charitable boards or committees so long as such activities do not involve a conflict of interest with the Company or the Parent or other "Affiliated Companies" (as hereinafter defined) or interfere with the performance of the Employee's responsibilities as an employee of the Company in accordance with this Agreement. For purposes of this Agreement, "Affiliated Companies" means the Parent and all companies controlled by, controlling or under common control with the Parent.
3. Compensation.
a. Base Salary. During the Employment Period, the Employee shall initially receive an annual base salary ("Annual Base Salary") equal to $91,777, to be earned and paid at a semi-monthly rate of $3824.04 per pay period. Commencing on January 1, 2002 and annually thereafter the Employee shall be eligible for compensation reviews based on performance appraisals in accordance with the Wage and Salary Administration program of the Parent.
b. Other Benefits. During the Employment Period and any subsequent period when the Employee is employed by the Company or any of its other Affiliated Companies: (i) the Employee shall be entitled to participate in all deferred compensation, savings and retirement plans, policies and programs of the Company in accordance with the plans, programs and policies of Barnstable Water Company ("Barnstable") set forth, from time to time, in such plans or any Barnstable employee manual; and
(ii) the Employee and/or the Employee's family, as the case may be, shall be eligible for participation in, and shall receive all benefits under, all welfare benefit plans, policies and programs provided by the Company in accordance with the plans, programs and policies of Barnstable set forth, from time to time, in such plans or any Barnstable
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employee manual; (iii) the Employee shall be approved to attend the NAWC Annual Conferences and be eligible for reimbursement for associated approved expenses in accordance with the policies of the Parent during the Employment Period; and (iv) the Company provides that the Employee will report to the present office location in Hyannis unless Employee and Employer mutually agree that the Employee shall report to a different location.
c. Expenses. During the Employment Period and any subsequent period when the Employee is employed by the Company, the Employee shall be entitled to receive prompt reimbursement for all reasonable authorized travel and other authorized expenses incurred by the Employee in carrying out the Employee's duties under this Agreement in accordance with the policies and procedures established by the Company.
d. Fringe Benefits. During the Employment Period and any subsequent period when the Employee is employed by the Company, the Employee shall be entitled to fringe benefits in accordance with the plans, programs and policies of Barnstable set forth, from time to time, in such plans or any Barnstable employee manual.
e. Vacation and Sick Time. During the Employment Period and any subsequent period when the Employee is employed by the Company, the Employee shall be entitled to paid vacation and accrue sick time annually in accordance with the plans, policies, and programs of Barnstable as set forth, from time to time, in such plans or any Barnstable employee manual. The Employee shall carry over a balance of 120 days of sick time and no vacation time at the start of the Employment Period.
4. Termination of Employment.
a. Death or Disability. The Employee's employment shall terminate automatically upon the Employee's death. The Company shall be entitled to terminate the Employee's employment because of the Employee's Disability during the Employment Period. "Disability" means that the Employee has been unable, with or without accommodation, for a period of 180 consecutive business days, to perform the Employee's duties under this Agreement, as a result of physical or mental illness or injury. A termination of the Employee's employment by the Company for Disability shall be communicated to the Employee by written notice, and shall be effective on the 30th day after receipt of such notice by the Employee (the "Disability Effective Date"), unless the Employee returns to full-time performance of the Employee's duties before the Disability Effective Date.
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b. By the Company. The Company may terminate the Employee's employment for Cause. "Cause" means: (i) the Employee's failure to perform the duties of his employment in any material respect after notice from the Company and failure to cure within ten business days after delivery of such notice,
(ii) malfeasance or gross negligence in the performance of the Employee's duties of employment, (iii) the Employee's commission of a felony under the laws of the United States or any state thereof (whether or not in connection with his employment), (iv) the commission by the Employee of a fraud upon the Company or any of the other Affiliated Companies, (v) willful misconduct on the part of the Employee, (vi) the Employee's breach of any of the provisions of Paragraph 8 of this Agreement, or (vii) any other act or omission by the Employee (other than an act or omission resulting from the exercise by the Employee of good faith business judgment) which is materially injurious to the financial condition or the business reputation of the Company or any of the Affiliated Companies.
c. By the Employee. A termination of the Employee's employment by the Employee shall be effected by giving the Company written notice of the termination.
d. No Waiver. The failure to set forth any fact or circumstance in a Notice of Termination for Cause or a Notice of Termination for Good Reason shall not constitute a waiver of the right to assert, and shall not preclude the party giving notice from asserting, such fact or circumstance in an attempt to enforce any right under or provision of this Agreement.
e. Date of Termination. The "Date of Termination" means the date of the Employee's death, the Disability Effective Date, the date on which the termination of the Employee's employment by the Company for Cause is effective, or the date that is 60 days after the date on which the Employee gives the Company notice of a termination of employment, as the case may be.
5. Obligations of the Company upon Termination.
a. Other Than for Cause or Death. If, during the Employment Period, the Company terminates the Employee's employment, other than for Cause or death, the Company shall pay the amounts described in subparagraph (i) below to the Employee in a lump sum in cash within 30 days after the Date of Termination or at the employee's option in a manner described in paragraph 3(a), reduced by any payment to the employee due to disability coverage in 3(b), through the remainder of the Employment Period. The
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payments provided pursuant to this subparagraph (a) of Section 5 are intended as either or both severance pay or liquidated damages for a termination of the Employee's employment by the Company other than for Cause or death and shall be the sole and exclusive remedy therefor.
i.) The amounts to be paid in a lump sum as described above are:
A. The Employee's accrued but unpaid cash compensation (the "Accrued Obligations"), which shall equal the sum of (1) any portion of the Employee's Annual Base Salary through the Date of Termination that has not yet been paid; (2) any compensation previously deferred by the Employee (together with any accrued interest or earnings thereon) that has not yet been paid; and (3) any accrued but unpaid vacation pay.
B. Severance pay in an amount equal to the Employee's annual Base Salary for the period, if any, from the Date of Termination to the end of the Employment Period set forth in Section 1 hereof.
(ii) For the period, if any, from the Date of Termination to the end of the Employment Period set forth in Section 1 hereof, the Employee shall continue to be entitled to participate in such employee welfare benefit plans, within the meaning of Section 3(1) of the Employee Retirement Income Security Act of 1974, as amended, maintained by the Company in which the Employee shall be a participant on the Date of Termination, subject to the terms and conditions of such employee welfare benefit plans as may be in effect from time to time during such period under this Agreement, with benefits based upon compensation equal to the Employee's Annual Base Salary. To the extent that such benefits shall not be payable or provided under any such employee welfare benefit plan, the Company shall pay or provide such benefits on an individual basis. Any medical, dental, health or other employee welfare benefits provided for hereunder shall be secondary to any comparable benefits provided by another employer.
b. Cause; Other than for Good Reason or Death. If the Employee's employment is terminated by the Company for Cause during the Employment Period, or for any reason after the Employment Period, or if the Employee voluntarily terminates employment, the Company shall pay the Employee the Annual Base Salary through the Date of Termination and the amount of any compensation previously deferred by the Employee (together with any accrued interest or earnings thereon), in
-5-
each case to the extent not yet paid, and the Company shall have no further obligations under this Agreement.
c. By Reason of Death. If the Employee's employment is terminated by reason of the Employee's death at any time, this Agreement shall terminate without further obligations to the Employee's legal representatives under this Agreement, other than for payment of the Accrued Obligations in accordance with the plans, practices, programs and policies of Barnstable set forth, from time to time, in such plans or any Barnstable employee manual.
6. Obligations of the Employee Upon Termination. The compensation due the Employee pursuant to Section 5 of this Agreement shall be reduced by any unpaid balance due to the Company from any outstanding employee loan(s) issued by Barnstable Water Company.
7. Non-exclusivity of Rights. Nothing in this Agreement shall prevent or limit the Employee's future participation in any plan, program, policy or practice provided by the Company or any of the other Affiliated Companies for which the Employee may qualify, nor shall anything in this Agreement limit or otherwise affect such rights as the Employee may have under any contract or agreement with the Company or any of the other Affiliated Companies. Vested benefits and other amounts that the Employee is otherwise entitled to receive under any plan, policy or program of, or any contract or agreement with, the Company or any of the other Affiliated Companies on or after the Date of Termination shall be payable in accordance with such plan, policy, program, contract or agreement, as the case may be, except as otherwise explicitly modified by this Agreement.
8. Full Settlement. In no event shall the Employee be obligated to seek other employment or take any other action by way of mitigation of the amounts payable to the Employee under any of the provisions of this Agreement, but if the Employee secures other employment, any employee welfare benefits the Company is required to provide to the Employee following termination of the Employee's employment shall be secondary to those provided by another employer (if any).
9. Confidential Information. The Employee understands that in the course of the Employee's employment by the Company, the Employee will receive or have access to confidential information concerning the business or purposes of the Company and any of the other Affiliated Companies and which the Company or any of the other Affiliated Companies desire to protect. Such confidential information shall be deemed to include, but not be limited to, the Company's customer lists and information, and employee lists, including, if known, personnel information and data. The Employee agrees that the Employee will not, at any time during the period ending two years after the Date of Termination, reveal to anyone outside the Company or any of the other Affiliated
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Companies or use for the Employee's own benefit any such information without specific written authorization by the Company or the Parent
10. Insurance. The Company shall have the right at its own cost and expense to apply for and to secure in its own name, or otherwise, life, health or accident insurance or any or all of them covering the Employee, and the Employee agrees to submit to the usual and customary medical examination and otherwise to cooperate with the Company in connection with the procurement of any such insurance, and any claims thereunder.
11. Release. As a condition of eligibility for severance payments or benefits provided for in Paragraph 5(a) of this Agreement, at the request of the Company or the Parent, the Employee shall execute and deliver for the benefit of the Company and the Parent, and any of the Affiliated Companies, a general release in the form set forth in Attachment A, and such release shall become effective in accordance with its terms the failure or refusal of the Employee to sign such a release or the revocation of such a release shall cause the termination of any and all obligations of the Company and the Parent to make payments or provide benefits hereunder, and the forfeiture of the right of the Employee to receive any such payments and benefits. The Employee acknowledges that the Company and the Parent have advised the Employee to consult with an attorney prior to signing this Agreement and that the Employee has had an opportunity to do so.
12. Regulatory Limitation. Notwithstanding any other provision of this Agreement, the Company shall not be obligated to make, and the Employee shall have no right to receive, any payment, benefit or amount under this Agreement which would violate any law, regulation or regulatory order applicable to the Company, CWC or the Parent at the time such payment, benefit or amount is due ("Prohibited Payment"). If and to the extent the Company shall at a later date be relieved of the restriction on its ability to make any Prohibited Payment, then at such time the Company, CWC or the Parent shall promptly make payment of any such amounts to the Employee. The parties hereto acknowledge that as of the date of this Agreement, no payment, benefit or amount payable under this Agreement would be a Prohibited Payment.
13. Notices. All notices under this Agreement shall be in writing and shall be deemed effective when delivered in person to the Employee or to the Secretary of the Company and the Parent, or if mailed, postage prepaid, registered or certified mail, addressed, in the case of the Employee, to the Employee's last known address as carried on the personnel records of the Company, and, in the case of the Company and the Parent, to the corporate headquarters, attention of the Secretary, or to such other address as the party to be notified may specify by notice to the other party.
14. Successors and Assigns.
a. Assignment by Employee. This Agreement is personal to the Employee and shall not be assignable by the Employee.
-7-
b. Assignment by the Company. This Agreement shall inure to the benefit of and be binding upon the Company and the other Affiliated Companies and their respective successors and assigns. As used in this Agreement, the "Company" and the other Affiliated Companies shall mean both the Company and the other Affiliated Companies, respectively, and any such successor that assumes and agrees to perform this Agreement, by operation of law or otherwise.
15. Arbitration. Any dispute which may arise between the parties hereto may, if both parties agree, be submitted to binding arbitration in the State of Connecticut in accordance with the Rules of the American Arbitration Association; provided that any such dispute shall first be submitted to the Company's Board of Directors in an effort to resolve such dispute without resort to arbitration.
16. Severability. If any of the terms or conditions of this Agreement shall be declared void or unenforceable by any court or administrative body of competent jurisdiction, such term or condition shall be deemed severable from the remainder of this Agreement, and the other terms and conditions of this Agreement shall continue to be valid and enforceable.
17. Amendment. This Agreement may be modified or amended only by an instrument in writing executed by the parties hereto.
18. Construction. This Agreement shall supersede and replace all prior agreements and understandings between the parties hereto on the subject matter covered hereby. This Agreement shall be governed and construed under the laws of the State of Connecticut. Words of the masculine gender mean and include correlative words of the feminine gender. Paragraph headings are for convenience only and shall not be considered a part of the terms and provisions of the Agreement.
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IN WITNESS WHEREOF, the Company and the Parent have caused this Agreement to be executed by a duly authorized officer, and the Employee has hereunto set the Employee's hand, as of the date first above written.
THE BARNSTABLE WATER COMPANY

By: /s/ George Wadsworth
    -------------------------------
    George Wadsworth, President

CONNECTICUT WATER SERVICE, INC.

By: /s/ David C. Benoit
    -------------------------------
    David C. Benoit, Vice President
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ATTACHMENT A
RELEASE
We advise you to consult an attorney before you sign this Release. You have until the date which is seven (7) days after the Release is signed and returned to the Water Company ("the Company") to change your mind and revoke your Release. Your Release shall not become effective or enforceable until after that date.
In consideration for the severance benefits and payments provided under your Employment Agreement dated February ___, 2001 with the Company and Connecticut Water Service, Inc. ("the Parent"), and more specifically enumerated in Exhibit 1 hereto, by your signature below you agree to accept such benefits and not to make any claims of any kind against the Company, its past and present and future Parent corporations, subsidiaries, divisions, subdivisions, affiliates and related companies or their successors and assigns, including without limitation the Parent, or any and all past, present and future Directors, officers, fiduciaries or employees of any of the foregoing (all parties referred to in the foregoing are hereinafter referred to as the "Releasees") before any agency, court or other forum, and you agree to release the Releasees from all claims, known or unknown, arising in any way from any actions taken by the Releasees up to the date of this Release, including, without limiting the foregoing, any claim for wrongful discharge or breach of contract or any claims arising under the Age Discrimination in Employment Act of 1967, Title VII of the Civil Rights Act of 1964, the Americans with Disabilities Act of 1990, the Employee Retirement Income Security Act of 1974, Connecticut's Fair Employment Practices Act or any other federal, state or local statute or regulation and any claim for attorneys' fees, expenses or costs of litigation.
THE PRECEDING PARAGRAPH MEANS THAT BY SIGNING THIS RELEASE YOU WILL HAVE WAIVED ANY RIGHT YOU MAY HAVE TO BRING A LAWSUIT OR MAKE ANY LEGAL CLAIM AGAINST THE RELEASEES BASED ON ANY ACTIONS TAKEN BY THE RELEASEES UP TO THE DATE OF THIS RELEASE.
By signing this Release, you further agree as follows:
1.) You have read this Release carefully and fully understand its terms;
2.) You have had at least twenty-one (21) days to consider the terms of the Release;
3.) You have seven (7) days from the date you sign this Release to revoke it by written notification to the Company. After this seven-(7) day period, this Release is final and binding and may not be revoked;
4.) You have been advised to seek legal counsel and have had an opportunity to do so;
5.) You would not otherwise be entitled to the severance benefits provided under your Employment Agreement with the Company and the Parent had you not agreed to waive any right you have to bring a lawsuit or legal claim against the Releasees; and
6.) Your agreement to the terms set forth above is voluntary.
By signing this release, you do not agree to release the Company from future performances of its obligations to pay or provide severance benefits in accordance with your Employment Agreement and any failure to pay or provide such benefit will void this release.
Name:

Signature:                                                Date:
            --------------------------------                   ----------------


Received by:                                              Date:
            --------------------------------                   ----------------
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EXHIBIT 10.29
SEPARATION AGREEMENT AND GENERAL RELEASE
AND COVENANT NOT TO SUE
This Separation Agreement and General Release (the " Agreement") is entered into by George Wadsworth (the "Employee") and The Connecticut Water Service, Inc. and Barnstable Water Company ("The Company"). The Employee and the Company hereby agree as follows:
1. Employee and the Company are entering into this Separation Agreement and General Release in order to assist Employee in his transition from employment and to ensure that Employee commences no legal claims or proceedings against the Company, Barnstable Water Company, or any related person or entity. In consideration for the execution of this Agreement and the release set forth herein, the Employee acknowledges and agrees that he has voluntarily terminated his employment and the Company agrees to provide Employee with a lump sum payment in the amount of three hundred eighty four thousand four hundred eleven dollars and fifty-three cents ($384,411.53) less all applicable federal, state and local taxes and withholdings. The Company agrees to make such payment to Employee within fifteen (15) business days of the expiration of the revocation period set forth below in Section 9.
As an additional consideration, the Company agrees to pay Employee a supplemental pension benefit as described in the Supplemental Pension Agreement between George Wadsworth and Connecticut Water Service, Inc. and Barnstable Water Company that is provided as an addendum to this agreement.
Employee acknowledges and agrees that the payments described above in this Section are provided in consideration of the terms of this Separation Agreement and that Employee would not otherwise be entitled to them. Employee also acknowledges and agrees that he has voluntarily elects to terminate his employment and that his last day of employment with the Company was December 14, 2001.
2. The Company may at some time in the future, but shall not be obligated or required to, enter into a separate agreement to engage the service of Mr. Wadsworth as a consultant, under terms and conditions as may be mutually agreed upon. In consideration of the payment described above in Section 1, Employee agrees that he and his heirs, legal representatives and assigns hereby waive, release and forever discharge, and will not file or cause to be filed against the Company, its Company, subsidiaries or affiliated companies (including but not limited to the Barnstable Water Company), or any of their owners, shareholders, directors, officers, employees or other agents (hereinafter referred to collectively as "the Company and/or its affiliates") any claim, lawsuit, complaint, whether known or unknown, asserted or unasserted, suspected or unsuspected, which Employee may have as a result of any incident, act, event or omission which has occurred at any time up to and including the date of his signing of this Agreement.
3. The Employee and Company mutually agree that this Agreement represents the full and entire agreement between the parties and supercedes any and all prior agreements or discussions between the parties with respect to Wadsworth's employment with or separation from the Company, including but not limited to the Employment Agreement dated on February 23, 2001.
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4. Employee agrees that among the rights he knowingly and voluntarily waives and releases are his right to bring any complaints against the Company and/or its affiliates (including but not limited to the Barnstable Water Company) arising or occurring on or before the date of his signing of this Agreement, including but not limited to all such claims or causes of action arising under Title VII or the Civil Rights Act, the Age Discrimination in Employment Act, the Employee Retirement Income Security Act, the Americans with Disabilities Act, the Family and Medical Leave Act, and any other federal, state or local law dealing with discrimination on any basis, including but not limited to sex, age, race, national origin, sexual orientation, veteran status, marital status, religion, and physical and/or mental disability. Employee also agrees that he is waiving and releasing all rights to bring any complaints against the Company and/or its affiliates (including but not limited to Barnstable Water Company) alleging unpaid wages, breach of contract, wrongful termination, infliction of emotional distress or any other possible claim arising or occurring on or before the date of Employee's signing of this Agreement. Employee also agrees that he is waiving and releasing any claims to which he might otherwise have been entitled under the terms of his employment agreement dated February 23, 2001. Employee and Employer agree that this release does not impair or affect any vested benefit rights protected by ERISA to the extent that those benefits vested prior to the end of Employee's employment.
5. Employee acknowledges that he has been advised to consult with an attorney regarding this Agreement. Employee also acknowledges that he has been given at least twenty-one (21) calendar days from receipt of this Agreement to consider it and decide whether or not to enter into this Agreement. Employee further acknowledges that he has had reasonable and sufficient time to consider this Agreement and is voluntarily signing it without duress or coercion on the date indicated below. Employee acknowledges that he has read this Agreement in its entirety and that he understands its meaning and effect.
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6. Employee agrees that the existence, terms and conditions of this Agreement are confidential matters and that he will not disclose them to anyone other than his spouse and his legal or financial advisors. Employee also agrees that he will not disclose the existence, terms or conditions of this Agreement to his spouse or his financial and legal advisors without first informing such individuals that they are required to keep confidential the existence, terms and conditions of this Agreement and securing their agreement to maintain such confidentiality. Employer also agrees that the existence, terms and conditions of this Agreement are confidential matters and that they will not be disclosed, except as may be required as a business requirement, a regulatory proceeding or other force of law.
If at some time in the future Employee believes that he is required to disclose the existence, terms or conditions of this Agreement by force of law or otherwise, Employee agrees to notify in writing the President of the Company at least ten days in advance of the required disclosure.
Employee understands that in the course of Employee's employment by Company, Employee has received or had access to confidential information concerning the business or purposes of Company and Parent, and which Company and Parent desire to protect. Such confidential information shall be deemed to include, but not be limited to, Company's financial records, regulatory compliance data, customer lists and information, and employee lists, including, if known, personnel information and data. Confidential information shall specifically not include, verbal or written, in any form whatsoever, filed with or delivered to any public authority which would be considered to be available to the public in accordance with applicable state laws. Employee agrees that Employee will not, at any time during the period ending two (2) years after the date of termination of Employee's employment, reveal
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to anyone outside Company or Parent or use for Employee's own benefit any such information without specific written authorization by Company or Parent. Employee further agrees not to use any such confidential information or trade secrets in competing with Company or Parent at any time during or in the two (2) year period immediately following the date of termination of Employee's employment with Company.
7. Employee and the Company agree that he has voluntarily terminated his employment with the Company and Barnstable Water Company and this Agreement is not, and shall not be considered as an admission of any wrongdoing or liability on the part of the Employee or the Company and/or its affiliates. Employee agrees that he will not request or apply for any job or re-employment with the Company and/or its affiliates except as a consultant as provided for in Section 1.
8. This Agreement will not become effective or enforceable until the eighth calendar day after Employee has signed it. Employee understands that if he wished to revoke this Agreement for any reason or for no reason at all, Employee may do so during the first seven (7) calendar days following his signing of it by delivering written notice of such revocation to the President of the Company. Employee also understands that if no such notice of revocation is received by the President of the Company within seven (7) calendar days following Employee's signing of this Agreement, this Agreement shall become effective and enforceable as of the eighth day following Employee's signing of it.
9. Employee and the Company agree that no changes to this Agreement will be effective unless made in writing and signed by both parties. Employee also acknowledges that in deciding to enter into this Agreement, he has not received and is not relying on any representations, promises, or assurances of any kind other than those expressly set forth in writing in this
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Agreement. In the event that any provision of this Agreement is held to be void or unenforceable by a court of competent jurisdiction, the remaining provisions of this Agreement will nevertheless be binding upon the parties as though the void or unenforceable part has been deleted.
10. Employee and the Company agree that this Agreement shall be governed by Massachusetts law and that Employee and the Company shall be subject to the personal jurisdiction of the state and federal courts of Massachusetts should any dispute arise concerning this Agreement. Employee and the Company further agree that if either party ever files any claim against or sues the other, in any forum or proceeding, whether related to this Agreement or not, the prevailing party as determined by the court or the finder of fact shall be entitled to recover from the other party its reasonable attorneys' fees and costs incurred in that action, as well as any compensatory or other damages available under applicable law.
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WHEREFORE, intending to be bound by the terms and conditions of the foregoing Separation Agreement and General Release, the undersigned parties hereby execute it on the dates set forth below:
EMPLOYEE:

/s/ George Wadsworth
--------------------------
George Wadsworth

STATE OF MASSACHUSETTS:
 ss:
COUNTY OF BARNSTABLE:
On this 14th day of December, 2001, before me personally appeared George Wadsworth, to me known to be the person described in the foregoing Agreement, who in my presence executed the same, acknowledging such execution to be his free act and deed.
SUSAN L ABBOTT

/s/:  Susan L. Abbot                              Notary Public
Notary Public                                     My Commission Expires
My Commission Expires:11/25/05                      November 25, 2005

CONNECTICUT WATER SERVICE, INC.

/s/:  Marshall T. Chiarlauce
---------------------------------
Marshall T. Chiaraluce

STATE OF CONNECTICUT:
ss: Clinton
COUNTY OF MIDDLESEX:
On this 17th day of December, 2001, before me personally appeared Marshall T. Chiaraluce, who in my presence executed the foregoing Agreement, acknowledging such execution to be his free act and deed on behalf of The Connecticut Water Service, Inc.

/s/ Elizabeth D. Lebert
Notary Public
My Commission Expires:  5/31/05
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GEORGE WADSWORTH
SUPPLEMENTAL PENSION AGREEMENT
This Agreement made this 14th day of December, 2001, by and between Connecticut Water Service, Inc. and Barnstable Water Company (said companies hereinafter collectively referred to as the "Employer"), and George Wadsworth (the "Employee"),
WITNESSETH:
WHEREAS, in connection with the implementation of a Separation Agreement between Employer and Employee, the parties also wish to provide the Employee with supplemental pension benefits in order to make up for retirement benefits the Employee would have accrued under the Barnstable Water Company Pension Plan had he continued employment with the Employer; and
WHEREAS, it is the intention of the parties that this Agreement shall constitute an unfunded arrangement for the purpose of providing supplemental pension benefits for the Employee;
NOW, THEREFORE, the parties hereby agree as follows:
1. Definitions.
(a) "Board of Directors" means the Board of Directors of Connecticut Water Service, Inc., or any successor to such corporation.
(b) "Code" means the Internal Revenue Code of 1986, as amended from time to time, and as interpreted from time to time by any regulations issued pursuant thereto, and references to any section thereof shall be deemed to refer to the like section of any subsequent federal internal revenue law.
(c) "Employee" means George Wadsworth.
(d) "Employer" means, collectively, Connecticut Water Service, Inc. and Barnstable Water Company, or any successor to said corporations.
(e) "Other Payee" means any surviving spouse, beneficiary , or contingent annuitant of the Participant entitled to benefits hereunder.
(f) "Pension Plan" means the Barnstable Water Company Pension Plan, or any successor plan thereto, including, for example, any plan into which the Barnstable Water Company Pension Plan is merged at a future date.
(g) "Separation Agreement" means the Agreement between the Employer and the Employee, executed at the same time as this Agreement, entitled "Separation Agreement and General Release and Covenant Not to Sue."
2. Benefits Payable.
(a) In accordance with the Separation Agreement, a payment shall be made to the Employee. The parties hereto recognize and agree that such payment, and the period of time to which such payment is or may be deemed to relate, shall not be taken into account in calculating Employee's average final compensation, benefit service, benefits, or for any other reason under the Pension Plan.
(b) Benefits under this Agreement shall commence to the Employee at the same time as benefits become payable to the Employee under the Pension Plan. For example, an election to take early retirement under the Pension Plan shall be applicable here as well. Benefits under this Agreement shall also be payable to the Employee in the same form as the Employee elects to receive benefits under the Pension Plan. If the Participant elects a form of
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benefit payment that provides for a beneficiary or contingent annuitant, the designation of a beneficiary or contingent annuitant under the Pension Plan and the proportionate reduction in benefits shall control for purposes of this Agreement as well. In no event, however, shall benefits be payable if the Employee commences receipt of benefits under the Pension Plan on or before February 23, 2006.
(c) The monthly benefit payable pursuant to this Agreement shall be determined as the difference between (1) and (2), where (1) equals the amount of monthly benefit which would have been payable to Employee under the Pension Plan if he had continued to work for the Employer and receive bi-weekly payments of $3,529.88 beginning with the first pay date in January 2002 and ending with the last pay date on or prior to February 23, 2006; and (2) equals the amount of monthly benefit actually payable under the Pension Plan. In determining the amount of monthly benefit described in item (1) above, however, any changes made under the Pension Plan made after the date of this Agreement shall not be taken into account; benefits shall be computed as if such changes were not made.
(d) In the event that Employee dies after February 23, 2006 and prior to commencing receipt of benefits under the Pension Plan, and if any surviving spouse benefits are payable under the Pension Plan to Employee's surviving spouse, then monthly benefits shall also be payable to Employee's surviving spouse under this Agreement. The monthly benefit payable pursuant to this Agreement shall be payable at the same time benefits are payable to the surviving spouse under the Pension Plan, and shall be determined as the difference between (1) and (2), where (1) equals the amount of the monthly benefit which would have been payable to the surviving spouse under the Pension Plan if Employee had
3
continued to work for the Employer and receive bi-weekly payments of $3,529.88 beginning with the first pay date in January 2002 and ending with the last pay date on or prior to February 23, 2006; and (2) equals the amount of monthly benefit actually payable under the Pension Plan. In determining the amount of monthly benefit described in item (1) above, however, any changes made under the Pension Plan made after the date of this Agreement shall not be taken into account; benefits shall be computed as if such changes were not made. No benefits will be provided hereunder if Employee dies on or before February 23, 2006.
(e) In no event shall any benefits be payable under this Agreement unless such payment is expressly provided for under the terms of this Agreement.
3. Unsecured General Creditor. The Employee and any Other Payee shall have no legal or equitable rights, interest or claims in any property or assets of the Employer. Any and all of the Employer's assets shall be, and remain, the general, unpledged, unrestricted assets of the Employer. The Employer's obligation under this Agreement shall be merely that of an unfunded and unsecured promise to make payments in the future. The Employee's status (and the status of any Other Payee) is that of an unsecured general creditor of the Employer.
4. Other Benefits. Any amounts payable under this Agreement shall not be deemed salary or other compensation to the Employee for the purpose of computing benefits to which he may be entitled under any plan or other arrangement of the Employer for the benefit of its employees.
5. Claims Procedure. The Employer, acting through the Board of Directors, has the discretionary authority to construe this Agreement and to determine any questions of eligibility and entitlement to benefits under this Agreement. In the event of a claim for
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benefits by the Employee or Other Payee, the Board of Directors shall determine whether benefits are payable (and the amount thereof) within ninety (90) days of the claim. If benefits are denied, the Board of Directors shall provide Employee (or Other Payee) written notice of such denial and shall indicate the specific provisions of the Agreement upon which the denial is based. Employee (or Other Payee) shall then have sixty (60) days in which to appeal such denial, and to present issues and comments in writing. Any final decision on appeal shall be made by the Board of Directors and communicated to Employee (or Other Payee) in writing within sixty (60) days of the appeal, indicating the specific provisions of the Agreement upon which a denial is based if benefits are denied.
6. Entire Agreement: Amendments. This Agreement, together with the Separation Agreement, contain the entire agreement and understanding of the parties with respect to the subject matter contained herein, and all other prior agreements or understandings of the parties are hereby revoked. This Agreement may be amended or terminated only by a written instrument executed by the Employee and the Employer. There are no agreements, restrictions, promises, warranties, covenants or other undertakings other than those expressly set forth in this Agreement and in the Separation Agreement. This Agreement may be executed in one or more counterparts.
7. Severability. If any provision of this Agreement is held by an arbitrator, arbitration panel, court or other judicial body of competent jurisdiction to be illegal or invalid for any reason, said illegality or invalidity shall not affect the remaining parts hereof, but this Agreement shall be construed and enforced as if such illegal or invalid provision had never been inserted herein.
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8. Prohibition on Assignment. The Employee's and Other Payee's rights to benefit payments under this Agreement are not subject in any manner to anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, attachment, or garnishment by creditors of the Employee or Other Payee. Neither the Employee nor any Other Payee or any other person shall have any right to commute, sell, assign, transfer, pledge, anticipate, mortgage or otherwise encumber, transfer, hypothecate or convey in advance of actual receipt, the amounts, if any, payable hereunder, or any part thereof, which are, and all rights to which are expressly declared to be unassignable and non-transferable. No part of the amounts payable shall, prior to actual payment, be subject to seizure or sequestration for the payment of any debts, judgments, alimony or separate maintenance owed by the Employee, Other Payee, or any other person, nor be transferable by operation of law in the event of the Employee's, Other Payee's or any other person's bankruptcy or insolvency.
9. Successors. The Employer shall require any successor (whether direct or indirect, by purchase, merger, consolidation, reorganization, operation of law or otherwise) to all or substantially all of the business and/or assets of the Employer, expressly to assume and to agree to perform this Agreement in the same manner and to the same extent that the Employer would be required to perform if no such succession had taken place. This Agreement shall be binding upon and inure to the benefit of the Employer and any successor of or to the Employer, including without limitation any persons acquiring directly or indirectly all or substantially all of the business and/or assets of the Employer whether by sale, merger, consolidation, reorganization, operation of law or otherwise (and any such successor to the Employer shall thereafter be deemed the "Employer," as the case may be, for the purposes of
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this Plan); and shall be binding upon and inure to the benefit of the Employee, any Other Payee, and the beneficiaries, heirs, executors, administrators, and legal representatives of the Employee and all Other Payees.
10. Construction of Agreement. The headings of the sections of this Agreement are inserted for convenience only and shall not be deemed to constitute part of this Agreement or to affect the construction hereof. Where the context requires: (a) any use of gender shall be deemed to be masculine, feminine or neuter, and (b) any use of the singular or the plural shall include the other.
11. Facility of Payment. If the Employer determines after receipt of evidence satisfactory to it, that the Employee or any Other Payee, as the case may be, to whom a payment is due hereunder is incompetent by reason of physical or mental disability or is a minor, the Employer shall have the power to cause the payments becoming due to such Employee or Other Payee to be made to another for the Employee or Other Payee, without responsibility of the Employer to see the application of such payment. Payments made pursuant to such power shall operate as a complete discharge of the Employer.
12. Taxes. The Employer shall have the right to deduct from any payment made or to be made pursuant to this Agreement any federal, state or local taxes required by law to be withheld.
13. Governing Law. This Agreement shall be construed in accordance with and governed by the laws of the State of Connecticut.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed on the dates set forth below.
EMPLOYEE

/s/ George Wadsworth
------------------------------
George Wadsworth

COMMONWEALTH OF MASSACHUSETTS:
COUNTY OF BARNSTABLE:
On this 14th day of December, 2001, before me personally appeared George Wadsworth, to me known to be the person described in the foregoing Agreement, who in my presence executed the same, acknowledging such execution to be his free act and deed.
SUSAN L. ABBOTT

/s/:  Susan L. Abbot                               Notary Public
Notary Public                                      My Commission Expires
My Commission Expires: 11/25/05                      November 25, 2005

CONNECTICUT WATER SERVICE, INC.

/s/:  Marshall T. Chiaraluce
-------------------------------
Marshall T. Chiaraluce

STATE OF CONNECTICUT:
ss: Clinton
COUNTY OF MIDDLESEX:
On this 17th day of December, 2001, before me personally appeared Marshall T. Chiaraluce, who in my presence executed the foregoing Agreement, acknowledging such execution to be his free act and deed on behalf of The Connecticut Water Service, Inc.

/s/ Elizabeth D. Lebert
Notary Public
My Commission Expires:  5/31/05
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BARNSTABLE WATER COMPANY

By: /s/ Marshall T. Chiaraluce
   -----------------------------------
        Marshall T. Chiaraluce

STATE OF CONNECTICUT
ss Clinton
COUNTY OF Middlesex:
On this 17th day of December, 2001, before me personally appeared Marshall T. Chiaraluce, who in my presence executed the foregoing Agreement, acknowledging such execution to be his free act and deed on behalf of the Barnstable Water Company.

/s/ Elizabeth D. Lebert
--------------------------------
    Elizabeth D. Lebert

Notary Public
My Commission Expires: 5/31/05
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EXHIBIT 24.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
As independent public accountants, we hereby consent to the incorporation of our reports included in this Form 10-K, into the Company's previously filed Registration Statements File Nos. 33-53211, and 333-54418.

/s/ Arthur Andersen LLP


Hartford, Connecticut
March 21, 2002

 
EXHIBIT 99
March 21, 2002
Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549-0408
Ladies and Gentlemen:
This letter is written pursuant to Temporary Note 3T to Article 3 of Regulation S-X.
Connecticut Water Service, Inc. has received a representation letter from Arthur Andersen LLP ("Andersen") stating that the audit of the consolidated balance sheets of Connecticut Water Service, Inc. and subsidiaries as of December 31, 2001 and 2000, and the related consolidated statements of income and cash flows for each of the three years in the period ended December 31, 2001, was subject to Andersen's quality control system for the U.S. accounting and auditing practice to provide reasonable assurance that the engagement was conducted in compliance with professional standards, that there was appropriate continuity of Andersen personnel working on the audit, and availability of national office consultation. Availability of personnel at foreign affiliates of Arthur Andersen was not relevant to this audit.
Very truly yours,

/s/    DAVID C. BENOIT
       ---------------

David C. Benoit
Vice President - Finance, Chief Financial Officer and Treasurer
Connecticut Water Service, Inc.


