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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DRE SECURITIES EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED June 30, 200¢
| TRANSITION REPORT PURSUANT TO SECTION 13 or 15(df @HE SECURITIES EXCHANGE ACT OF 1934 F(

THE TRANSITION PERIOD FRON
TO

Commission File Number 0-8084

ﬂaﬂﬂeciicﬂIW@

Connecticut Water Service, Inc.
(Exact name of registrant as specified in its @rart

Connecticut
A 06-0739839
State or other jurisdiction of e
igcorporation orj organizatior (I.R.S. Employer Identification No.)
93 West Main Street, Clinton, CT 06413
(Address of principal executive offic (Zip Code)

(860) 669-8636
(Registrant’s telephone number, including area ode

Not Applicable
(Former name, address and former fiscal year,dhgkd since last report)

Indicate by check mark whether the registranthés filed all reports required to be filed by Sewctl3 or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or sshobrter period that the registrant was requirefilésuch reports) and (2) has been
subject to such filing requirements for the pastiags.

YesX N&d

Indicate by check mark whether the registrantlearge accelerated filer, accelerated filer, a nocekerated filer, or a smaller reporting
company. See the definitions of “large acceleréited’, “accelerated filer”, and “smaller reporjrcompany” in Rule 12b-2 of the Exchange

Act (Check One).
Large Accelerated File™ Accelerated FileX]

Non-Accelerated File Smaller Reporting Compard
(Do not check if smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
YesO No

APPLICABLE ONLY TO CORPORATE ISSUERS:
Indicate the number of shares outstanding of e&tinedssuer’s classes of common stock, as ofdtest practicable date

8,430,354

Number of shares of common stock outstanding, 30n2008
(Includes 48,318 common stock equivalent sharesdaslaunder the Performance Stock Programs)
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
At June 30, 2008 and December 31, 20i
(Unaudited)

(In thousands)

June 30, December
ASSETS 2008 31, 2007
Utility Plant $ 394,38 $ 384,42:
Construction Work in Progress 6,741 1,407
401,13( 385,82¢
Accumulated Provision for Depreciation (112,737) (108,166
Net Utility Plant 288,39: 277,66
Other Property and Investments 6,674 6,652
Cash and Cash Equivale 181 337
Restricted Cas 8,361 8,22(
Accounts Receivable (Less Allowance, 2- $452; 2007 $352) 6,87¢ 6,507
Accrued Unbilled Revenue 5,812 4,54t
Materials and Supplies, at Average C 1,31¢ 987
Prepayments and Other Current As: 3,431 2,37¢
Total Current Assets 25,98( 22,97
Unamortized Debt Issuance Expe 7,471 7,68¢
Unrecovered Income Tax 29,41 30,27¢
Pos-retirement Benefits Other Than Pens 6,24¢ 6,41(
Goodwill 3,60¢ 3,60¢
Deferred Charges and Other Costs 6,42¢€ 5,547
Total Regulatory and Other Long-Term Assets 53,16¢ 53,52¢
Total Assets $ 37421. $ 360,81
CAPITALIZATION AND LIABILITIES
Common Stockholders' Equi $ 101,99¢ $ 100,09¢
Preferred Stoc 77z 772
Long-Term Debt 92,25¢ 92,28t
Total Capitalization 195,02 193,15!
Current Portion of Long Term De 7 7
Interim Bank Loans Payak 14,17¢ 6,45¢
Accounts Payable and Accrued Exper 6,06( 5,98¢
Accrued Taxe 1,12¢ 1,31¢
Accrued Interes 854 81C
Other Current Liabilities 27€ 337
Total Current Liabilities 22,49¢ 14,91
Advances for Constructic 36,85! 34,58
Contributions in Aid of Constructic 49,17¢ 47,86¢
Deferred Federal and State Income Te 29,54¢ 28,61¢
Unfunded Future Income Tax 24,55¢ 25,40:
Lon¢c-Term Compensation Arrangeme 14,84: 14,715
Unamortized Investment Tax Crec 1,52¢ 1,56(
Other Lon+Term Liabilities 192 --
Total Long-Term Liabilities 156,69: 152,74!
Commitments and Contingencies
Total Capitalization and Liabilities $ 374,21. $ 360,81«




The accompanying notes are an integral part ofélf@sancial statement
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CAPITALIZATION
At June 30, 2008 and December 31, 20i
(Unaudited)
(In thousands, except share date

June 30, December
2008 31, 2007
Common Stockholders' Equi
Common Stock Without Par Value Authoriz- 25,000,000 Share $ 65,387 $ 64,41«
Shares Issued and Outstanding: 2- 8,430,354 ; 200- 8,376,842
Stock Issuance Exper (1,607 (1,606
Retained Earning 38,26¢ 37,27:
Accumulated Other Comprehensive (Loss) Inc (49 18
Total Common Stockholders' Equity 101,99¢ 100,09¢
Preferrred Stoc
Cumulative Preferred Stock of Connecticut Watenvige, Inc.
Series A Voting, $20 Par Value; Authorizedukss anc
Outstanding 15,000 Shares, Redeemable ad&PEr Shar 30C 30C
Series $.90 N¢-Voting, $16 Par Value; Authorized 50,000 She
Issued and Outstanding 29,499 Shares, Reddema$16.00 Per Share 472 472
Total Preferred Stock of Connecticut W&ervice, Inc. 772 772
Long-Term Debt
The Connecticut Water Compa
Unsecured Water Facilities Revenue RefinanBiogds
5.05% 1998 Series A, due 2( 9,64( 9,64(
5.125% 1998 Series B, due 2( 7,63 7,63
4.40% 2003A Series, due 2( 8,00( 8,00(
5.00% 2003C Series, due 2( 14,91t 14,91t
Var. 2004 Series Variable Rate, due 2 12,50( 12,50(
Var. 2004 Series A, due 2(C 5,00( 5,00(
Var. 2004 Series B, due 2( 4,55( 4,55(
5.00% 2005 A Series, due 2( 14,93t 14,96(
5.00% 2007 A Series, due 2( 15,00( 15,00(
Total The Connecticut Watem@pany 92,17¢ 92,20(
Unregulated Secure
8.0% New London Trust, Due 2017 88 92
Total Connecticut Water Service, | 92,26 92,29:
Less Current Portic (7 (7
Total Long-Term Debt 92,25¢ 92,28¢
Total Capitalization $ 195,02: $ 193,15!

The accompanying notes are an integral part ofélfesncial statement
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
For the Three Months Ended June 30, 2008 and 20!

(In thousands, except per share amount:

Operating Revenues

Operating Expense
Operation and Maintenan
Depreciatior
Income Taxe
Taxes Other Than Income Taxes

Total Operating Expenses

Net Operating Revenuu

Other Utility Income, Net of Taxes
Total Utility Operating Income

Other Income (Deductions), Net of Tay
Nor-Water Sales Earning
Allowance for Funds Used During Construct
Other

Total Other Income, Net of Taxes

Interest and Debt Expen
Interest on Lon-Term Debt
Other Interest Charg:
Amortization of Debt Expense

Total Interest and Debt Expense
Net Income

Preferred Stock Dividend Requirement
Net Income Applicable to Common Stc

Weighted Average Common Shares Outstanc
Basic
Diluted

Earnings Per Common Sha
Basic
Diluted

Dividends Per Common Shge

The accompanying notes are an integral part ofélfesancial statement

(Unaudited)
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2008 2007
$ 16,02( 14,44¢
8,02t 7,672
1,52¢ 1,57¢
1,16¢ 96€
1,481 1,39¢
12,19: 11,60¢
3,821 2,83¢
15¢% 131
3,98 2,96¢
204 181
19 14
(21) (89)
202 11C
1,02¢ 90¢
10t 21¢
99 93
1,23¢ 1,217
2,951 1,86:
10 10
$ 2,941 1,852
8,36¢ 8,24¢
8,421 8,26(
$ 0.3t 0.22
$ 0.3t 0.22
$ 0.217¢ 0.215(
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
For the Six Months Ended June 30, 2008 and 20(

(In thousands, except per share amount:

Operating Revenues

Operating Expense
Operation and Maintenan
Depreciatior
Income Taxe
Taxes Other Than Income Taxes

Total Operating Expenses

Net Operating Revenuu

Other Utility Income, Net of Taxes
Total Utility Operating Income

Other Income (Deductions), Net of Tay
Gain on Property Transactio
Nor-Water Sales Earning
Allowance for Funds Used During Construct
Other

Total Other Income, Net of Taxes

Interest and Debt Expen
Interest on Lon-Term Debt
Other Interest Charg:
Amortization of Debt Expense

Total Interest and Debt Expense
Net Income

Preferred Stock Dividend Requirement
Net Income Applicable to Common Stc

Weighted Average Common Shares Outstanc
Basic
Diluted

Earnings Per Common Sha
Basic
Diluted

Dividends Per Common She

The accompanying notes are an integral part ofélf@sancial statement

(Unaudited)

-6-

2008 2007
29,58¢ 27,60¢
15,22: 14,827

3,11¢ 3,15¢
1,78¢ 1,64(
2,947 2,844
23,07 22,46¢
6,51¢ 5,14¢
27€ 237
6,79 5,381
= 41
394 32z
34 26
(43) (131)
38E 25¢
2,08¢ 1,782
24C 334
19¢ 187
2,52¢ 2,30:
4,65¢ 3,337
19 19
4,637 3,31¢
8,35¢ 8,241
8,411 8,251
0.5t 0.4¢
0.5t 0.4¢
0.435( 0.430¢
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the Three Months Ended June 30, 2008 and 20!
(Unaudited)
(In thousands)

Net Income Applicable to Common Stc

Other Comprehensive Income, net of
Qualified Cash Flow Hedging Instrument Expel
net of tax expense of ¢ in 2008; $11 in 200
Adjustment to Pension and F-Retirement Benefits Othi
Than Pension, net of tax benefit@Badd $1 in 2008 and 2007

Comprehensive Income

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the Six Months Ended June 30, 2008 and 20(
(Unaudited)
(In thousands)

Net Income Applicable to Common Stc
Other Comprehensive Income, net of
Qualified Cash Flow Hedging Instrument Bet
net of tax (benefit) of ($4 in 2008; ($23) in 200

Adjustment to Pension and F-Retirement Benefits Othi
Than Pension, net of tax benefit bafd $1 in 2008 and 2007

Comprehensive Income

The accompanying notes are an integral part oféHf@sancial statement
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2008 2007

2,941 $ 1,852

59 18

- @

3,000 $ 1,86¢
2008 2007

4,631 $ 3,31¢

(66) (25)

@ @

457C $ 3,29:
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the Three Months Ended June 30, 2008 and 20(
(Unaudited)
(In thousands, except per share amount:

Balance at Beginning of Peric
Net Income Before Preferred Dividends of Pa

Dividends Declarec
Cumulative Preferred, Class A, $.20 per s
Cumulative Preferred, Series $.90, $.225 pare
Common Stock - 2008 $.2175 per share; 2007/5%2r share

Balance at End of Period

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the Six Months Ended June 30, 2008 and 20(
(Unaudited)
(In thousands, except per share amounts)

Balance at Beginning of Peric
Net Income Before Preferred Dividends of Pa

Dividends Declarec
Cumulative Preferred, Class A, $.40 per s
Cumulative Preferred, Series $.90, $.45 pare
Common Stock - 2008 $.435 per share; 2007 ge¢3hare

Balance at End of Period

The accompanying notes are an integral part oféHf@sncial statement
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2008 2007
37,14:  $ 35,37:
2,951 1,86:
40,09: 37,23¢
3 3
7 7
1,81¢ 1,76:
1,82¢ 1,778
38,26 $ 35,46:
2008 2007
37,27.  $ 35,67¢
4,65¢ 3,331
41,92¢ 39,01
6 6
13 13
3,64< 3,532
3,66% 3,551
38,26t $ 35,46:
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended June 30, 2008 and 20(
(Unaudited)
(In thousands)

Operating Activities
Net Income

Adjustments to Reconcile Net Income to Net Caslvided by
Operating Activities

Deferred Revenue

Allowance for Funds Used During Construct

Depreciation (including $318 in 2008, $169 602 charged to other accoun

Change in Assets and Liabilitie
Decrease in Accounts Receivable and Accruslilléd Revenue
Increase in Other Current Ass
Decrease in Other N-Current ltems
(Decrease) Increase in Accounts Payable,u&ttExpenses ar
Other Current Liabilitie
Increase in Deferred Income Taxes
Investment Tax Credits, Net
Total Adjustments
Net Cash and Cash Equivalents Provided r&imng Activities

Investing Activities:
Company Financed Additions to Utility Ple
Advances from Others for Construction
Net Additions to Utility Plant Used in ContingjrOperation:
Purchase of Eastern and H20O Services A
Release of Restricted Ce
Net Cash and Cash Equivalents Used in tinge#ctivities

Financing Activities:
Net Proceeds from Interim Bank Loz
Net Repayment of Interim Bank Los
Proceeds from Issuance of Common S
Proceeds from the Exercise of Stock Opti
Repayment of Lor-Term Debt Including Current Portic
Costs Incurred to Issue Lc-Term Debt and Common Sto
Advances from Others for Constructi
Cash Dividends Pa
Net Cash and Cash Equivalents Providelihgncing Activities
Net Decrease in Cash and Cash Equival
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

Non-Cash Investing and Financing Activit
Nor-Cash Contributed Utility Plat
Shor-term Investment of Bond Proceeds Held in RestriGash

Supplemental Disclosures of Cash Flow Informat
Cash Paid fol
Interes
State and Federal Income Ta

The accompanying notes are an integral part ofélf@sncial statement
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2008 2007

4,65¢ $ 3,337
(89€) (1,919
(56) (49
3,431 3,382
(1,637) (1,98%)
(1,507) (841)
1,002 72t
(45) 1,59¢
91¢ 1,152
1,21¢ 2,07(C
5,87 5,401
(7,13¢) (7,559
(171) (230
(7,307) (7,789
(3,500 --
-- 1
(10,807 (7,789)
14,17¢ 9,17¢
(6,459 (5,250
484 59z
90 --
(29) (©)
1) -

171 23C
(3,65%) (3,55%)
4,771 1,19(
(15€) (1,18¢)
337 1,37
181 $ 191
2,317 $ 55¢
8,361 $ =
2,357 $ 2,047
141C $ 452
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Summary of Significant Accounting Policies

The consolidated financial statements includedihdrave been prepared by CONNECTICUT WATER SERVIQE;. AND

SUBSIDIARIES (the “Company”), without audit, pursudo the rules and regulations of the Securities Bxchange Commission and reflect
all adjustments that are of a normal recurring reatvhich are, in the opinion of management, necgdea fair statement of the results for
interim periods. Certain information and footndisclosures have been omitted pursuant to such aud regulations, although the Company
believes that the disclosures are adequate to thakaeformation presented not misleading. The BadaSheet at December 31, 2007 has
been derived from the audited financial statemahtkat date but does not include all of the infation and footnotes required by accounting
principles generally accepted in the United Stafesmerica for complete financial statements.slsuggested that these consolidated
financial statements be read in conjunction withfihancial statements and the notes thereto iedud the Company’s latest annual report
on Form 10-K for the year ended December 31, 20@/7aa updated in the Company’s March 31, 2008 H@H®Q.

The results for interim periods are not necessardjcative of results to be expected for the y@ace the consolidated earnings are subject to
seasonal factors.

Reclassifications
Certain reclassifications have been made to confoeviously reported data to the current preseaati
2. Pension and Other Post-Retirement Benefits

The following tables set forth the components afgien and other post-retirement benefit coststerthree and six months ended June 30,
2008 and 2007.

Pension Benefits
Components of Net Periodic Cost (in thousands):

Three Months Six Months

Period ended June 30 2008 2007 2008 2007
Service Cos $ 324 $ 32C $ 63C $ 63¢
Interest Cos 48¢ 447 95¢ 894
Expected Return on Plan Ass (532 (509) (2,060 (2,009
Amortization of:

Transition Obligatiol -- -- 1 1

Prior Service Cos 17 17 34 34

Net Loss 46 86 71 172
Net Periodic Benefit Co: $ 34 $ 366 $ 62¢ $ 732

The Company plans to make a contribution of appnaxely $3,500,000 for plan year 2007 during thedtjuarter of 2008.

-10-
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

Other Post-Retirement Benefits
Components of Net Periodic Cost (in thousands):

Three Months Six Months

Period ended June 3( 2008 2007 2008 2007

Service Cos $ 13C $ 155 $ 31€ $ 32t
Interest Cos 13¢ 161 32¢ 30¢€
Expected Return on Plan Ass (68) (48) (13€) (95)
Amortization of Transition Obligatio 30 30 60 60
Recognized Net Loss 11 10C 101 171
Net Periodic Benefit Co: $ 241 $ 39€ $ 67C $ 767

The Company has concluded that the post-retiremeliare plan’s benefits will be considered acturiaquivalent to the benefits provided
by Medicare Part D. The Company does not interapfay for the government subsidy for post-retiratrrescription drug benefits, because
it believes the costs associated with the admatistn of Medicare Part D would have outweighediibeefits received by the

Company. Therefore, the impact of the subsidyhenpian’s liabilities is not reflected in the JuB& 2008 disclosure.

3. Earnings per Share
Earnings per weighted average common share arelatd by dividing net income applicable to commstatk by the weighted average

number of shares of common stock outstanding duhiegespective periods as detailed below (dilgteates include the effect of unexerci
stock options):

Three months ended June 30, 2008 2007
Common Shares Outstandi
End of Period: 8,430,35: 8,312,801

Weighted Average Shares Outstand
Days Outstanding Bas

Basic 8,367,55! 8,249,11.
Diluted 8,421,14! 8,259,97!
Basic Earnings per Sha $ 0.3t $ 0.22
Dilutive Effect of Unexercised Stock Options -- --
Diluted Earnings per Share $ 0.3t $ 0.22

Six months ended June 3(
Weighted Average Shares Outstand
Days Outstanding Bas

Basic 8,358,72. 8,240,811
Diluted 8,411,01; 8,251,28!
Basic Earnings per Sha $ 0.5t $ 0.4C
Dilutive Effect of Unexercised Stock Options -- --
Diluted Earnings per Share $ 0.5t $ 0.4C

-11-




Table of Content
CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

Total unrecognized compensation expense for atkstavards was approximately $1,098,000 as of JOn2CR8.
4. New Accounting Pronouncements

In September 2006, the Financial Accounting Stashsl&oard (FASB) issued Statement of Financial Aotiog Standards No. 157, “Fair
Value Measurement” (SFAS 157). SFAS 157 providssgle definition of fair value, a framework foremmsuring fair value, and requires
additional disclosure about the use of fair valueneasure assets and liabilities. SFAS 157 is@ftefor fiscal years beginning after
November 15, 2007; as such we partially adoptedSE3V in the first quarter of 2008. In Februarp@he FASB issued FASB St:
Position 157-2, “Effective Date of FASB Statememt N57”, (SFP 157-2), which delays the effectiveed# SFAS 157 for non-financial
assets and liabilities that are recognized or désal in the financial statements on a nonrecubrasis to fiscal years beginning after
November 15, 2008. We have not applied the prorgsbdf SFAS 157 to our n-financial assets and non-financial liabilitiessiccordance
with FSP 157-2. Please see Note 5 for additioizglasures regarding fair value.

In February 2007, the FASB issued Statement oftfeilah Accounting Standards No. 159, “Fair Value iOpffor Financial Assets and
Financial Liabilities — Including an Amendment A$B Statement No. 115" (SFAS 159). SFAS 159 permiittities to choose to measure
many financial instruments and certain other itet&ir value. The objective of SFAS 159 is touesl both the complexity in accounting for
financial instruments and the volatility in earrsngaused by measuring related assets and liabidiifierently. SFAS 159 was effective for
fiscal years beginning after November 15, 2007e Tompany did not elect the fair value option fay af its existing financial instruments
and has not determined whether or not to electoiion for financial instruments it may acquiretlie future.

In December 2007, the FASB issued Statement ofieinhAccounting Standards No. 141 (Revised 20@8Usiness Combinations” (SFAS
141(R)), which establishes principles and requimeiséor how the acquiring company shall recognizé measure in its financial statements
the identifiable assets acquired, liabilities assdpany non-controlling interest in the acquirethpany and goodwill acquired in a business
combination. This statement is effective for busgmieombinations for which the acquisition datenisopafter the beginning of the first annual
reporting period beginning on or after December2®8. The Company is currently assessing thenpiatémpact that the adoption of SFAS
141(R) will have on its financial position and ritswf operations.

In December 2007, the FASB issued Statement ofieinhAccounting Standards No. 160, “Non-contrglimterests in Consolidated
Financial Statements — an Amendment of ARB No' §8FAS 160), which establishes and expands accauatid reporting standards for
minority interests, which will be recharacterizedreon-controlling interests, in a subsidiary areldieconsolidation of a subsidiary. SFAS 160
is effective for fiscal years beginning on or aflercember 15, 2008. The Company is currently assgshe potential impact that the
adoption of SFAS 160 will have on its financial pio® and results of operations.

-12-
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

In March 2008, the FASB issued Statement of Firelmetcounting Standards No. 161, “Disclosures alirivative Instruments and
Hedging Activities — an amendment of FASB Statenimt 133" (SFAS 161). SFAS 161 requires enhanésdabures about an entity’s
derivative and hedging activities. Under SFAS Xttities are required to provide enhanced discéssabout (a) how and why an entity uses
derivative instruments, (b) how derivative instrurtseand related hedged items are accounted for Btdeement 133 and its related
interpretations, and (c) how derivative instrumeartd related hedged items affect an entity’s firamosition, financial performance, and
cash flows. This statement is effective for fispadrs and interim periods beginning after Novenits,r2008. The Company is currently
assessing the impact of SFAS 161.

In May 2008, the FASB issued Statement of Finarstalounting Standards No. 162, “The Hierarchy oh€rally Accepted Accounting
Principles” (SFAS 162). SFAS 162 identifies therses of accounting principles and the frameworkstdecting the principles to be used in
preparation of financial statements presented iric@mity with generally accepted accounting pritefp(GAAP). SFAS 162 directs the
hierarchy to the entity, rather than the independeditors, as the entity is responsible for s@étgcaccounting principles for financial
statements that are presented in conformity wittABA SFAS 162 is effective 60 days following SE@mval of the Public Company
Accounting Oversight Board amendments to removéiherchy of GAAP from the auditing standards.e Tompany does not expect SF
162 to have a material impact on its financial ¢bod or results of operations.

In June 2008, the FASB issued FASB Staff PositibiFE03-6-1 (EITF 03-6-1), “Determining Whether Ingnents Granted in Share-Based
Payment Transactions are Participating Securiti&3TF 03-6-1 states that unvested awards of shased payments with rights to receive
dividends or dividend equivalents are consideretigiating securities for purposes of calculateagnings per share. As a result, these
participating securities will be included in theiglgted average number of shares outstanding alwséston the face of the income
statement. EITF 03-6-1 is effective for fiscal gebeginning after December 15, 2008, and inteeniops within those years. All prior
period earnings per share data presented in fiabreports after the effective date shall be adplisetrospectively to conform to the
provisions of EITF 03-6-1. Early application istmeermitted. The Company does not expect EITF13® have a material impact on its
reported earnings per share.

5. Fair Value Disclosures
The Company partially adopted SFAS 157 as of JgnLig2008, which among other things requires enbamtisclosures for assets and

liabilities that are measured and reported atfaline and establishes a framework for measuring/édile. SFAS 157 applies to accounting
pronouncements that already require or permitfaine measures and does not require any new flaie vaeasurements.

-13-
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CONNECTICUT WATER SERVICE, INC. AND SUBSIDIARIES

SFAS 157 establishes a fair value hierarchy ttetitrajuishes between assumptions based on marlke{atztervable inputs) and the
Company’s assumptions (unobservable inputs). Tématthy consists of three broad levels, as follows

Level 1 — Quoted market prices in active marketsdentical assets or liabilities

Level 2 — Inputs other than Level 1 that are eittiszctly or indirectly observable

Level 3 — Unobservable inputs developed using thim@any’s estimates and assumptions, which reffexste that the Company
believes market participants would use.

The following table summarizes our financial instents measured at fair value on a recurring baigiiénithe fair value hierarchy as of June
30, 2008:

(in thousands) Level 1 Level 2 Level 3
Liabilities:
Interest Rate Swe $ - 3% 64 $ -

In February 2008, the FASB issued FSP No. 157-2Zkvhilows companies to elect a one year deferratioption of SFAS No. 157 for non-
financial assets and liabilities, except for itettmst are recognized or disclosed at fair valud@financial statements on a recurring

basis. The Company has elected the deferral opgomitted by FSP No. 157-2 for its non-recurrimg+iinancial assets and non-financial
liabilities. Non-recurring non-financial assetslaron-financial liabilities for which the Compangdnot applied the provisions of SFAS 157
include those measured at fair value in goodwipp@nment testing.

6. Segment Reporting

The Company operates principally in three busiiseggnents: Water Activities, Real Estate Transastiand Services and Rentals. Financial
data for the segments is as follows (in thousands):

Three Months Ended June 30, 2008

Pre-Tax Income Tax
Segmen Revenue: Income Expense Net Income
Water Activities $ 16,25¢ $ 3,98 $ 1,23¢  $ 2,747
Real Estate Transactio - - - -
Service and Rentals 1,27(C 33¢ 13E 204
Total $ 17,52¢ $ 432 $ 1,37 $ 2,951

Three Months Ended June 30, 200

Pre-Tax Income Tax
Segmen Revenue: Income Expense Net Income
Water Activities $ 14,69¢ $ 2,60 $ 92: $ 1,681
Real Estate Transactio - - - -
Service and Rentals 1,08: 29¢ 117 181
Total $ 15,78. $ 290z $ 1,04C $ 1,86:
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Six Months Ended June 30, 200

Pre-Tax Income Tax
Segmen Revenue: Income Expense Net Income
Water Activities $ 30,07« $ 6,19C $ 1,92¢ 3 4,262
Real Estate Transactio - - - -
Service and Rentals 2,331 64€ 252 394
Total $ 32,41 $ 6,83¢ $ 2,18 $ 4,65¢€

Six Months Ended June 30, 2007

Pre-Tax Income Tax
Segmen Revenue: Income Expense Net Income
Water Activities $ 28,08¢ $ 459 $ 1,62 $ 2,97¢
Real Estate Transactio 92 68 27 41
Service and Rentals 1,987 532 20¢ 323
Total $ 30,167 $ 519 $ 1,85¢ $ 3,337

The Revenues shown in Water Activities above coasieevenues from water customers of $16,020,0@D%14,446,000 for the three mor
ended June 30, 2008 and 2007, respectively. Auxidilfy, there were revenues associated with ufiliant leased to others of $239,000 and
$252,000 for the three months ended June 30, 2002@07, respectively. The Water Activities revemnior the six months ended June 30,

2008 and 2007 consist of revenues from water custeof $29,589,000 and $27,608,000, respectiv&iditionally, there were revenues
associated with utility plant leased to others 485000 and $480,000 for the six months ended 30n2008 and 2007, respectively.

Assets by segment (in thousands):

Total Plant and Other Investmen
Water
Non-Water

Other Assets
Water
Non-Water

Total Assets
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June 30, December
2008 31, 2007
$ 294.40( $ 283,64
66€ 677
295,06¢ 284,31«
76,12¢ 73,42
3,022 3,07¢
79,14¢ 76,49¢
$ 37421. $ 360,81:
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7. Income Taxes

In June 2006, the FASB issued interpretation N¢."ABcounting for Uncertainty in Income Taxes, amerpretation of FASB Statement No.
109” (FIN 48), which became effective for the Compas of January 1, 2007. FIN 48 addresses tleerditation of how tax benefits
claimed or expected to be claimed on a tax rethoulsl be recorded in the financial statements. Ut 48, we must recognize the tax
benefit from an uncertain tax position only ifdtmore likely than not that the tax position wil bustained on examination by the taxing
authorities, based on the technical merits of thstipn. The tax benefits recognized in the finahstatements from such a position are
measured based on the largest benefit that hasategthan 50% likelihood of being realized updimadte resolution. The reassessment of
our tax positions in accordance with FIN 48 did hate an impact on our results of operations, fif@drtondition or liquidity.

From time to time, the Company is assessed intarespenalties by taxing authorities. In thosesathe charges would appear on the Other
line item on the Income Statement. There wereuch sharges for the six month periods ended Jun2@IB and 2007. Additionally, there
were no accruals relating to interest or penadiiesf June 30, 2008 and December 31, 2007. The&wyremains subject to examination by
federal authorities for the 2005 through 2007 tearg and by state authorities for the tax year8 20@ugh 2007.

The Company’s effective income tax rates for tigt §ix months of 2008 and 2007 were 31.9% and’85r8spectively. The statutory
income tax rates during the same periods were 3@%determining its effective income tax rate fioterim periods, the Company projects its
book and tax timing differences for the completaryend reflects the expected impact on its ovefédctive income tax rate. The primary
timing difference causing the effective rate tddwer than the statutory rate for both period$hés planned pension contribution that is gre
than the SFAS 87 pension expense.
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Part I, Item 2 : Management’s Discussion and Analyis of Financial Condition and Results of Operations

The following discussion should be read in conjiamctvith the accompanying unaudited financial sta¢ats and related notes thereto and
the audited financial statements and the notesestherontained in our 2007 Annual Report on FornK10-

Regulatory Matters and Inflation

During the three months ended June 30, 2008, there no material changes under this subheadingytéitems previously disclosed by the
Company in its Annual Report on Form 10-K for thegipd ended December 31, 2007.

In April 2006, the Connecticut Department of Uili€ontrol (DPUC) approved the Company’s applicatimmerge Unionville Water
Company (Unionville) and Crystal Water Company &ay) into The Connecticut Water Company (Connettiater). The Company
completed these mergers on May 31, 2006. In JUD62the Company filed a rate application with BfeUC for the newly merged
Connecticut Water requesting an increase in rdtapmroximately $14.6 million, or 30%. On Janua8y 2007, the DPUC issued its final
decision and approved a Settlement Agreement; isgdtwith the Office of Consumer Counsel and tiJQ’s Prosecutorial Staff; that
allowed Connecticut Water an increase of revenfieproximately $10,940,000, or 22.3%. The SettietvAgreement allowed Connecticut
Water to defer a portion of the approved rate iasee The Company recognized that increase thnagginding deferred revenues and a
corresponding regulatory asset, as required bygelesion. From January 1, 2007 through March 3082the Company has recorded
approximately $4.8 million in deferred revenuesa fanuary 31, 2008, the Company filed to reoperc#ise, a procedure required by the
Settlement Agreement, to implement the second phiasaddition to the approval for the inclusioncirrent rates of the previously approved
deferred revenues of $4.8 million, the filing ind&d requested recovery of the costs associatedbd/8b million of additional capital
investments made in 2007. This portion of the sdquhase of the increase (“re-opener”) was aldeatébr in the Settlement Agreement.

The total increase associated with the re-opensravaquest of 12.6%, of which approximately 8.8%or deferred revenues and 4.4% for
the investment in additional capital in 2007. Adudially, Connecticut Water agreed not to applydageneral rate increase that would bec
effective prior to January 1, 2010.

The final decision on the re-opener was issued arcM28, 2008. The decision allowed an increaseatér rates charged to customers of
11.95% or $6.7 million, effective April 1, 2008.h& Company began to see the effects of this iner@athe second quarter of 2008.
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Acquisition of the assets of Eastern Connecticut Regional Water Company and Birmingham H20 Services

On January 16, 2008, the Company, through twaosofftolly owned subsidiaries, Connecticut Water et England Water Utility
Services, Inc. (NEWUS), completed the acquisitibthe regulated water utility assets of Easternr@aticut Regional Water Company, Inc.
(Eastern) and the unregulated assets of BirmingHa@® Services, Inc. (H20) for aggregate cash consim of $3.5 million. Eastern brings
approximately 2,300 customers in 14 Connecticuntoww the Company.

Announcement of acquisition of Ellington Acres Company

On July 23, 2008, the Company announced that irbached a definitive agreement with Ellington Ac@mpany (EAC) to purchase all of
EAC'’s outstanding stock for approximately $1.5 moill EAC is a regulated water company serving exiprately 750 customers in
Ellington, Connecticut. EAC is situated between systems in the Company’s Northern Region thaCibpany had planned to
interconnect. With this acquisition, the Comparilf e able to interconnect the two current systevita EAC, saving the ratepayers of
Connecticut Water and EAC significant capital exgieimes. The acquisition of EAC is dependent upegulatory approval from the

DPUC. A decision is expected late in the fourthrter of 2008 or early in the first quarter of 2009 copy of the stock purchase agreeme
filed as an exhibit to this Form 10-Q as Exhibit110

Critical Accounting Policies and Estimates

The Company maintains its accounting records im@amnce with accounting principles generally acegn the United States of America
and as directed by the DPUC to which Connecticutetyshe Company’s regulated water utility subsigligs subject. Significant accounting
policies employed by the Company, including the efsestimates, were presented in the Notes to Jidiased Financial Statements of the
Company’s Annual Report on Form 10-K.

Critical accounting policies are those that arertiost important to the presentation of the Compafigancial condition and results of
operations. The application of such accountingcpes requires managementhost difficult, subjective, and complex judgmesntsl involve:
uncertainties and assumptions. The Company’s orit&tal accounting policies pertain to public itfilregulation related to Financial
Accounting Standards No. 71, “Accounting for théeefs of Certain Types of Regulations” (SFAS 7&yenue recognition, and pension plan
accounting. Each of these accounting policiesthadpplication of critical accounting policies agtimates was discussed in the Company’
Annual Report on Form 10-K for the year ended Ddman31, 2007. There were no significant changekdrapplication of critical
accounting policies or estimates during the firstnsonths of 2008. Please see Note 4 of the filmhstatements for newly adopted and
recently announced accounting standards.

Management must use informed judgments and bestsgst to properly apply these critical accounfinticies. Because of the uncertainty
in these estimates, actual results could diffemfesstimates used in applying the critical accogngialicies. The Company is not aware of
reasonably likely events or circumstances whichldioeisult in different amounts being reported thatild materially affect its financial
condition or results of operations.
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Outlook

The following modifies and updates the “Outlooktsen of the Company’s 2007 Form 10-K annual refigtl on March 17, 2008 and first
quarter Form 10-Q filed on May 12, 2008.

The Companys earnings and profitability are primarily depertdgpon the sale and distribution of water, the ami@d which is dependent «
seasonal weather fluctuations, particularly duthrggsummer months when water demand will vary wathfall and temperature levels. The
Company’s earnings and profitability in future yeaiill also depend upon a number of other factush as the ability to maintain our
operating costs at or near historical levels, qustogrowth in the Company’s core regulated watiityubusiness, additional growth in
revenues attributable to non-water sales operatantsthe timing and adequacy of rate relief whegquested, from time to time, by our
regulated water company.

The Company believes that these factors and theseribed in detail in “Commitments and Contingestia Item 7 of its Annual Report on
Form 10-K may have significant impact, either alonén the aggregate, on the Company’s earninggaafitability in fiscal years 2008 and
beyond. Please also review carefully the riskswarakrtainties described below under the headiogward-Looking Information.”

Based on the Company'’s current projections, the gzom believes that its Net Income for the year 200Bincrease from the levels reported
for 2007, primarily as a result of the second phaggonnecticut Water’s rate increase that was@pgat by the DPUC effective April 1,
2008. During 2008 and subsequent years, theabilithe Company to maintain and increase its Nevine will principally depend upon the
effect on the Company of the factors described atiovhis “Outlook” section, those factors descdilie the section entitled “Commitments
and Contingencies” in Item 7 of the Company’s ArriR@port on Form 10-K and the risks and uncertaintiescribed in “Forward-Looking
Information” sections below.

Liquidity and Capital Resources

The Company is not aware of demands, events, a@rtaicties that will result in a decrease of liqyiebr a material change in the mix or
relative cost of its capital resources.

As of June 30, 2008, the Company had approxim&®@k million in restricted cash related to the &we of the 2007 A Series Revenue
Bonds, due 2037. This amount represents caslhdisatot yet been spent on approved projects asfodue issuance of the debt in December
2007. The Company expects to spend all of theicessd cash on approved projects by the end of 2008

Interim Bank Loans Payable at June 30, 2008 wepecapmately $14.2 million. The Company currentlgimtains an aggregate of $21
million in lines of credit with three banks. Dugi2007, the Company increased these lines becespected increased construction
spending and recently completed acquisitions. lifles of credit have lives that range from 12 tan@8nths, which expire throughout 2008
and 2009. We expect to renew the lines as theyexmterest expense charged on interim bankdeah fluctuate based on market interest
rates.

The Company offers a dividend reinvestment planl@)Ro all shareholders, whereby shareholders patochave dividends directly
reinvested into additional shares of the Company.
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During the six months ended June 30, 2008 and 28@&hareholders reinvested $484,000 and $496,880ctively, as part of the DRIP.
From 1999 through 2003, the Company issued stotikrapto certain employees of the Company. Nokstqtions have been issued by the
Company since 2003. During the six months ended 30, 2008, 6,059 options were exercised resukirgproximately $90,000 in
proceeds to the Company. No stock options werecesasl in the six months ended June 30, 2007.

Results of Operations

Three Months Ended June 30

Net Income for the three months ended June 30, R@d8ased from that of the prior year by $1,080,Qthich increased earnings per bs
and diluted average common share by $0.13, to $0.35

This increase in Net Income is broken down by bessrsegment as follows:

June 30, June 30, Increase/
Business Segmer 2008 2007 (Decrease)
Water Activities $ 2,747,000 $ 1,681,000 $ 1,066,00!
Real Estate Transactio -- -- --
Services and Rentals 204,00( 181,00( 23,00(
Total $ 2,951,000 $ 1,862,000 $ 1,089,00!

The increase in the Water Activity segment’s Nebime was primarily due to the net effects of vasemlisted below:

- An increase of approximately $1,574,000 in OpegaRevenue primarily due to new rates approved byDXRUC that became effect
on April 1, 2008 and the acquisition of Easterdamuary 2008, partially off-set by a decrease ircpstomer consumption. The larg
component of the increase in Operating Revenueamasicrease of $268,000 in revenue from residentiatomers. Additionally, tl
Company received approximately $144,000 in paymieats the South Central Regional Water Authority.addition to these resident
revenue increases, there were minor increases fmmmercial, industrial and public authority custesyedue primarily to the re
increase effective April 1, 200
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- Operation and Maintenance expense increased by,&B5bfrimarily due to the following componer

June 30, June 30, Increase
Expense Components 2008 2007 (Decrease)
Labor $ 3,058,000 $ 2,786,000 $ 272,00(
Custome 249,00( 175,00( 74,00(
Outside Service 327,00( 256,00( 71,00(
Investor Relation 205,00( 134,00( 71,00(
Utility costs 859,00( 789,00( 70,00(
Water treatment (including chemical cos 453,00( 406,00( 47,00(
Subscriptions & due 52,00( 12,00( 40,00(
Purchased watt 281,00( 452,00( (171,000
Employee benefit cos 1,043,00! 1,241,00! (198,000
Other 1,496,001 1,422,000 74,00(
Total $ 8,023,000 $ 7,673,000 $ 350,00(

- Labor and employee benefit costs increased in 2908 net $74,000 due to an increase in employeddalue to the Eastern acquisit
regular wage increases effective as of April 1,8@0d higher medical costs associated with the @owip health and welfare ple
partially off-set by pension, posttirement medical and other benefit cost decreaSestomer costs increased over the prior yeaod
primarily due to an increase in uncollectible agtisu Outside services have increased primarilytdweudit and information technolc
consulting fees, partially offet by lower legal costs. The Company saw an &serén investor relations costs primarily due ttiming
of the distribution of the 2007 annual report wieampared to the distribution of the 2006 annuabrepUtility costs have increas
despite the Company'efforts to lock in lower negotiated rates fronemgy suppliers due to higher electric costs instia¢e. The decree
in purchased water costs stemmed from a negotiathkdttion in the Compar's purchased water rate from a neighboring watétyut

- An increase in operating income tax expense of W0 primarily due to higher pretax income paryialff-set by a lower effecti
income tax rate. This lower rate is due primatdlyhe effect of the planned pension contributin2008 exceeding the expected SFA!
pension expens

Six Months Ended June 30

Net Income for the six months ended June 30, 200&ased from that of the prior year by $1,319,0d0ch increased earnings per basic
diluted average common share by $0.15, to $0.55.

This increase in Net Income is broken down by besdrsegment as follows:

June 30, June 30, Increase,
Business Segment 2008 2007 (Decrease)
Water Activities $ 4,262,000 $ 2,973,000 $ 1,289,00!
Real Estate Transactio - 41,00( (41,000
Services and Rentals 394,00( 323,00( 71,00(
Total $ 4,656,000 $ 3,337,000 $ 1,319,00!
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The increase in the Water Activity segment’s Nebime was primarily due to the net effects of vazemlisted below:

- An increase of approximately $1,981,000 in OpetpfRevenue primarily due to the acquisition of Easte January 2008 and new re
approved by the DPUC that became effective on AprR008, partially off-set by a decrease in gestomer consumption. The larg
component of the increase in Operating Revenueamasicrease of $450,000 in revenue from residentiatomers. Additionally, tl
Company received approximately $250,000 in paymieats the South Central Regional Water Authority.addition to these resident
revenue increases, there were minor increases fmmmercial, industrial and public authority custesyedue primarily to the re
increase effective Aprill, 200

- Operation and Maintenance expense increased by,&B®grimarily due to the following componer

June 30, June 30, Increase
Expense Component: 2008 2007 (Decrease)
Labor $ 5,813,000 $ 5,396,000 $ 417,00(
Custome! 467,00( 307,00( 160,00(
Outside service 652,00( 577,00( 75,00(
Water treatment (including chemical cos 855,00t 784,00( 71,00(
Utility costs 1,717,00! 1,676,00! 41,00(
Maintenance 747,00( 782,00( (35,000
Employee benefit cos 2,353,001 2,403,001 (50,000
Purchased wate 303,00t 605,00( (302,000
Other 2,314,001 2,297,001 17,00(
Total $ 15,221,000 $ 14,827,000 $ 394,00(

- Labor and employee benefit costs increased in 2908net $367,000 due to an increase in employetsielue to the Eastern acquisit
regular wage increases effective as of April 1, 82@hd higher medical costs associated with the Gowip health and welfa
plan. These increases in Labor and employee heamusfis were partially off-set due to reduced pemsiosts and posetirement medici
costs. Customer costs increased over the prigrpr@aarily due to an increase in uncollectible@aats. Outside services have increi
primarily due to audit and information technologynsulting fees, partially offet by lower legal costs. The decrease in purchas¢e
costs stemmed from a negotiated reduction in thegamy s purchased water rate from a neighboring watétyui

- An increase in operating income tax expense of R primarily due to higher pretax income panialff-set by a lower effecti
income tax rate. This lower rate is due primatdlyhe effect of the planned pension contributin2008 exceeding the expected SFA!
pension expens

Commitments and Contingencies
There were no material changes under this subhgaaliany of the other items previously disclosedi®yCompany in its Annual Report on
Form 10-K for the period ended December 31, 2007.
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19 Perry Street Litigation

Connecticut Water’'s Unionville division has for nyayears operated a well field located at 19 Petrge$, Farmington, Connecticut, pursuant
to a 99-year lease entered into in 1975 with tlop@rty owner. This well field provides approximgtealf of the daily water supply
requirements to the customers of the Unionvillasion. In 2004, the original property owner ceabadiness operations. The property is
now owned by 19 Perry Street, LLC, which obtairteal property through a foreclosure proceeding.uhre2007, the new owner commenced
a lawsuit in Hartford Superior Court (Housing Sewji asserting that Connecticut Water is in unldywhssession of the property under
several theories, including that the lease is idvahd that Connecticut Water has failed to pay véren due. A trial before a judge was held
in November 2007, and a decision was issued or 8@ri2008. In its decision, the Court ruled tthet lease is valid. However, in deciding
the parties’ contentions regarding the proper farmd amount of rental payments due, the Court riletiConnecticut Water was in breach of
its obligation to pay rent on the property and ¢fi@re entered an order of eviction.

On May 5, 2008, Connecticut Water filed a timelypeal of the decision in the Connecticut Appellatei@. This appeal stays the eviction
order until the Appellate Court rules on ConnedtMiater’s claims that the trial court erred. Aisttime, the outcome of the appeal is
uncertain. On August 5, 2008, Connecticut Wates sexved with a related lawsuit in which 19 Pentng&, LLC seeks the payment of back
rent with respect to the property. The Compangrids to maintain its use of the property to prewidter to customers of its Unionville
division while the appeal is pending. In additi@gnnecticut Water will consider all other optiamish respect to its well field use of the
property, including (i) negotiations with the profyeowner for a new lease agreement, (ii) the gatrpurchase of the property or (iii) the
exercise of Connecticut Water’s right to take theperty by initiating eminent domain proceedingsl@emapplicable law.

Forward-Looking Information

This report, including management'’s discussionamalysis, contains certain forward-looking statetmeagarding the Company’s results of
operations and financial position. These forwimaking statements are based on current informati@hexpectations, and are subject to 1
and uncertainties, which could cause the Compaamtisal results to differ materially from expectegults.

Regulated water companies, including The ConnetciMater Company, are subject to various federalsiatt regulatory agencies
concerning water quality and environmental stargla@enerally, the water industry is materially elegient on the adequacy of approved
rates to allow for a fair rate of return on thegatment in utility plant. The ability to maintadar operating costs at the lowest possible level,
while providing good quality water service, is bficial to customers and stockholders. Profitapiit also dependent on the timeliness of
relief to be sought from, and granted by, the DPWRegn necessary, and numerous factors over whidhawe little or no control, such as the
guantity of rainfall and temperature, customer dednand related conservation efforts, financingsostergy rates, tax rates, and stock
market trends which may affect the return earnegdemsion assets, compliance with environmentaheatdr quality regulations and the
outcome of litigation matters, including the Unidtevdivision well field dispute. From time to tenthe Company may acquire other
regulated and/or unregulated water companies.it®dity on these acquisitions is often dependanthe successful integration of these
companies, including the January 2008 acquisitidBastern Connecticut Regional Water Company, and. Birmingham H20 Services

Inc. The profitability of our other revenue sowgée subject to the amount of land we have availédn sale and/or donation, the demand for
the land, the continuation of the current statebtmefits relating to the donation of land for oppace purposes, regulatory approval of land
dispositions, the demand for telecommunicationsram site leases, and the successful extensiorexgadsion of our service contract
work. We undertake no obligation to update orsevbrward-looking statements, whether as a re$ulew information, future events, or
otherwise.
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Part I, Item 3 : Quantitative and Qualitative Disdosure About Market Risk

The primary market risk faced by the Company isnest rate risk. The Company has exposure toatenivfinancial instruments through an
interest rate swap agreement. The Company hatheo financial instruments with significant credgk or off-balance sheet risks and is not
subject, in any material respect, to any curremaytioer commodity risk.

The Company is subject to the risk of fluctuatintgrest rates in the normal course of businesg Gdmpany’s exposure to interest
fluctuations is managed at the Company and subbgidjgerations levels through the use of a comtomatif fixed rate long-term debt,
variable long-term debt and shaetim variable borrowings under financing arrangetsentered into by the Company and its subsidianel
its use of the interest rate swap agreement disdusslow. The Company has $21.0 million of vaeataite lines of credit with three banks,
under which the interim bank loans payable at Bihe2008 were approximately $14.2 million.

During March 2004, The Connecticut Water Comparterel into a five-year interest rate swap traneadti connection with the refunding
of its First Mortgage Bonds (Series V). The swgpeament provides for The Connecticut Water Comjzaychange of floating rate inter
payment obligations for fixed rate interest paymaiigations on a notional principal amount of &lLaillion. The purpose of the interest
rate swap is to manage the Company’s exposuredtufitions in prevailing interest rates. The Conypdoes not enter into derivative
financial contracts for trading or speculative msgs and does not use leveraged instruments.

As of June 30, 2008, the Company had $22.05 miliovariable-rate debt outstanding, of which $12iion have been fixed by operation
of the interest rate swap described above. Holdthgr variables constant, including levels of ingeiness, a one-percentage point change in
interest rates would impact pre-tax earnings by@pmately $0.1 million.

Although there can be no assurances that inteaest will not significantly change during the naxélve months, management does not
believe that changes in interest rates will haweaterial effect on income or cash flow.

Part I, Item 4 : Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this reppanagement, including the Company’s Chief Exeeutficer and Chief Financial Officer,
evaluated the effectiveness of the design and tiperaf the Company’s disclosure controls and pdoces (as defined in Rule 13a-15

(e)). Based upon that evaluation, the Chief Exeeudfficer and Chief Financial Officer concluddtat the Company’s disclosure controls
and procedures were effective, in all material eetf) to ensure that information required to beldged in the reports the Company files and
submits under the Securities Exchange Act of 1834 recorded, processed, summarized, and repaiitaih the time periods specified in
the SEC'’s rules and forms, and (ii) accumulated@mmunicated to management, including the Comza@iief Executive Officer and
Chief Financial Officer, as appropriate to allomély decisions regarding disclosure.
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Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internakabover financial reporting that occurred durithg quarter ended June 30, 2008 that
have materially affected, or are reasonably likelynaterially affect, the Company’s internal cohtveer financial reporting.

Because of its inherent limitation, internal cohtreer financial reporting may not prevent or détaésstatements. Also, projections of any
evaluation of effectiveness to future periods afgexct to the risk that controls may become inadé&gbecause of changes in conditions, or
that the degree of compliance with policies or pthaes may deteriorate.

Part Il, Item 1 : Legal Proceedings

We are involved in various legal proceedings frametto time. Although the results of legal prodegd cannot be predicted with certainty,
there are no pending legal proceedings to whiclomany of our subsidiaries are a party or to wiainl of our properties is the subject that
presents a reasonable likelihood of a material m@vienpact on the Company. Certain other legatgrdings that relate to specific segments
of the Company’s business are discussed in IteRag,|, of this Form 10-Q under the heading “Conmeitts and Contingencies”.

Part I, Item 1A : Risk Factors

Information regarding risk factors appeared in Itefnof Part | of our Report on Form 10-K for thedal year ended December 31,

2007. There have been no material changes taskufactors from those disclosed in our Annual Répa Form 10-K for the fiscal year
ended December 31, 2007.

Part Il, Item 2 : Unregistered Sales of Equity Secrtities and Use of Proceeds

No stock repurchases were made during the quarterdeJune 30, 200

Part Il, Item 4 : Submission of Matters to a Vote & Security Holders

On May 15, 2008, at its annual meeting, the stolddrs of Connecticut Water Service, Inc. electedftilowing directors to serve three-year
terms expiring at the annual meeting to be helihl by the following votes:

For Withheld
Mary Ann Hanley 20,241,45 446,28¢
Mark G. Karchul 20,221,82 465,91¢
David A. Lentini 20,211,49 476,24¢

Directors whose term of office continues until #6009 annual meeting are Lisa J. Thibdaue, Cardld@lace, and Donald B. Wilbur.

Directors whose term of office continues until #8680 annual meeting are Heather Hunt, Arthur CdReand Eric W. Thornburg.
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The appointment of PricewaterhouseCoopers, LLEhasdependent registered public accounting fonttie Company for the fiscal year
ending December 31, 2008 was ratified by the stolcldrs by the following vote:

For Withheld Abstain
PricewaterhouseCoopers, LI 20,417,89 183,69¢ 86,15¢
Part I, Item 6 : Exhibits
Exhibit Description
Number
3.1 Certificate of Incorporation of Connecticut Wagervice, Inc. amended and restated as of Aprd819Exhibit 3.1 to Form
1C-K for the year ended 12/31/9¢
3.2 By Laws, as amended, of Connecticut Water Serie as amended and restated as of August 18, {82hibit 3.2 to
Form 1(-K for the year ended 12/31/9¢
3.3 Certification of Incorporation of The ConnectidMater Company effective April, 1998. (Exhibit 38Form 10-K for the
year ended 12/31/9¢
3.4 Certificate of Amendment to the Certificate ofdnporation of Connecticut Water Service, Inc. dadegust 6, 2001
(Exhibit 3.4 to Form 1-K for the year ended 12/31/0:
3.5 Certificate of Amendment to the Amended and Redt&ertificate of Incorporation of Connecticut \&a%ervice, Inc. dated

April 23, 2004. (Exhibit 3.5 to Form -Q for the quarter ended March 31, 20(

10.1* Stock Purchase Agreement, dated July 21, 20@&gclea The Connecticut Water Company, Ellington Accempany, and
the shareholders of EA(

31.1* Rule 13i-14 Certification of Eric W. Thornburg, Chief Exemat Officer.

31.2* Rule 13i-14 Certification of David C. Benoit, Chief Finankfficer.

32* Certification of Eric W. Thornburg, Chief Execudi Officer, and David C. Benoit, Chief Financialfioér, pursuant to

Section 906 of the Sarbal-Oxley Act of 2002

* filed herewith
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Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Connecticut Water Service, Inc.
(Registrant)

Date: August 8, 2008 By: /s/ David C. Benoit

David C. Benoit
Vice President — Finance and
Chief Financial Officer

Date: August 8, 2008 By: /s/ Nicholas A. Rinaldi

Nicholas A. Rinaldi
Controllel
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EXECUTION COPY

STOCK PURCHASE AGREEMENT

This STOCK PURCHASE AGREEMENT (“Agreement”) datdist21% day of July, 2008, by and among The ConnecticutéWat
Company, a Connecticut corporation (the “Buyeri)ington Acres Company, a Connecticut corporati#C"), and the shareholders of
EAC listed on Appendix Attached hereto (the “Shareholders”)

WITNESSETH:

WHEREAS, EAC owns and operates a water systemdddatthe Town of Ellington, Connecticut and thevhicof Somers,
Connecticut (the “System”), and is subject to timésgliction of the Connecticut Department of Pultlidity Control (“DPUC"), the
Connecticut Department of Environmental Protec{i@EP”) and the Connecticut Department of Publicatite (“DPH"); and

WHEREAS, the Shareholders listed on Appendiatfached hereto are the owners of an aggregat@0oftzares (the “Shares”) of
EAC’s common stock, no par value per share (theCE2ommon Stock”), the Shares being 100% of theedsnd outstanding shares of
capital stock of EAC; and

WHEREAS, Buyer desires to purchase from the Shédehs and the Shareholders desire to sell to Bafeof the Shares for the
consideration and upon the terms and conditionsitafter set forth; and

WHEREAS, itis the intention of the parties hertttat, upon the consummation of the purchase de$the Shares pursuant to
this Agreement, Buyer will own all of the issuediarutstanding shares of capital stock of EAC; and

NOW, THEREFORE, in consideration of the promisestaimed herein, and other good and valuable corside, the receipt a
sufficiency of which are hereby acknowledged, thgips agree as follows:

1. THE PURCHASE AND SALE TRANSACTION.

1.1. Purchase and Sale of SharBsabject to the terms and conditions of this &gnent, and in reliance on the representat
warranties, covenants and agreements containethherethe Closing Date (as hereinafter defindu),$hareholders shall sell, convey,
assign, transfer and deliver to Buyer, and Buyafl glurchase and acquire from the Shareholdesxéhange for the Purchase Price (as
hereinafter defined), the Shares. The SharesIsddike and clear of all liens, claims, optiorfgrges or encumbrances of any nature
whatsoever, except for any liens, claims, opticharges or encumbrances disclosed in this Agreearghe Disclosure Schedules attached
hereto.

1.2. Purchase Price(a) dansideration of the sale, assignment and deligétlie Shares by
the Shareholders to Buyer, Buyer shall pay to theré&holders at the Closing the aggregate sum ofriiien, four hundred and ninety-five
thousand dollars ($1,495,000) (the “Purchase Pxicg"$7,475 for each issued and outstanding sbfdfAC Common Stock. The Purchase
Price shall be paid by wire transfer of immediai@hailable funds in accordance with wire transfistriuctions to be provided by EAC at least
two (2) business days prior to the Closing Date.

1.3. Due Diligence
(@) Buyer acknowledges that EAC and thar&holders have previously delivered to Buyeraterdocuments and information

in response to Buyer’s due diligence request hséd May 29, 2008.

(b) Buyer shall have the period from tlag¢e hereof and ending at 5:00 p.m. on the datedlsity (60) days from the date
hereof (the “Inspection Periodt) conduct such due diligence with respect to EXh€,Property, the Assets and the System (as eabhteum
is hereinafter defined), including without limitatti such investigation of any matters disclosedobdisclosed herein or in any Disclosure
Schedule hereto as Buyer, in its sole and absdlateetion, deems appropriate.

(c)  During the Inspection Period, Buyer, throutghauthorized agents or representatives, shathtided, upon reasonable
advance notice to EAC, to enter upon the Propartind normal business hours, and shall have th# tigmake such reasonable
investigations and conduct such reasonable testsiding engineering studies, soil tests, and emvirental studies (including an
environmental site assessment of EAC’s PropertyBwyer deems necessary or advisable (the “TeRligigts”), subject to the following
limitations: (i) Buyer shall give EAC written orlemhonic notice at least one (1) business day befonducting any inspections on the
Property, and a representative of EAC shall hageitiht to be present when Buyer or its agentgprasentatives conducts its or their
investigations on the Property; (ii) neither Buyer its representatives shall materially interfeith the use, occupancy or enjoyment of the
Property by EAC; (iii) neither Buyer nor its ageptsrepresentatives shall damage the Propertyyopariion thereof, except for any
immaterial damage caused by invasive tests, allaéh shall promptly be repaired by Buyer; and Buyer shall indemnify, hold harmless
and defend EAC against all costs (including reabtmattorneys' fees) and direct damages causttelactivities of Buyer or its agents or
representatives under this Section 1)3fwrovided, howeverthat such indemnity shall not include any costdamages caused by (X) the
acts of EAC or its agents or representatives oraf¥) pre-existing condition of the Property, exdepthe extent that such pre-existing
condition is materially adversely affected by acti@f Buyer or its agents or representatives dutiegnspection Period. The foregoi




indemnification obligation shall survive the termiion of this Agreement for a period of two (2) yea

(d) 0] At any time before thed of the Inspection Period, Buyer may, in it€dition, give one written notice thereof
delivered prior to the termination of the Inspestieriod to EAC setting forth any objections (tBaiyer Objections”) that Buyer has
resulting from its due diligence investigation. €And the Shareholders shall have the option t® ther Buyer Objections within the thirty
(30) day period after the date of such notice {@ere Period”) and shall within 10 days of recespthe Buyer Objections give Buyer a
written response of either their intention to ctime Buyer Objections or their intention not to carenability to cure the Buyer Objections (in
either case, the “EAC Response”).

(i) If the EAC Response indicates thattEand the Shareholders elect not to cure the BOygections or EAC and the
Shareholders attempt, but are unable, to cure tlyeBObjections prior to the end of the Cure Perigwyer shall have the option (in its sole,
reasonable discretion) to be exercised within }& dd the earlier of the date of Buyer’s receiptief EAC Response or the end of the Cure
Period of either (X) accepting the situation akén is for all purposes under this Agreement, imgiany additional rights Buyer may have
arising from such Buyer Objections, and proceetiincarry out the purchase and sale transactioreoguiaited herein, or (YY) terminating this
Agreement, whereupon this Agreement shall termiaateBuyer, EAC and the Shareholders shall havientier obligations or liabilities
hereunder other than Buyer’s indemnity obligatioder Section 1.3(c)provided howeverthat if Buyer elects to terminate this Agreement
pursuant to this Section 1.3(d)(jijhen Buyer shall reimburse the Shareholders & for legal and accounting fees in an amount aot t
exceed $60,000, provided that the Shareholdersisgbpies to Buyer of documents establishing thewamh of such legal and accounting
fees.

(iii) If Buyer does not give EAC a writtaotice setting forth any Buyer Objections durihg Inspection Period or Buyer
accepts the EAC Response and elects to proceedrioaut the purchase and sale transaction consgatpherein (as provided in Section 1.3
(d)(i)(X) above), this Agreement shall remain in full foreel &ffect, except that Buyer's rights pursuanhie $ection 1.3hall terminate
upon the date which is the earlier of Buyer’s étatto proceed under Section 1.3(d)(ii)(@®)ove or the end of the Inspection Period.

1.4. Closing Time and Placd& he closing of the purchase and sale transaptiovided for in this Agreement (the “Closing”)
shall take place at the offices of Murtha CullinaR, CityPlace I, 185 Asylum Street, Hartford, Coctieut, at 10:00 A.M. on a date mutually
agreed to by the parties promptly following theeipt of DPUC approval as described in Sectionh@tof, or on such other date or at such
other place as the parties may mutually agree (ihen‘Closing Date”). All proceedings to be takamd all documents to be executed and
delivered by the parties at the Closing shall beraied to have been taken and executed simultaneandigo proceedings shall be deemed
taken or any documents executed or delivered alhtilave been taken, executed and delivered.

1.5. Shareholdér®bligations.

(a) At least twenty (20) days prior to the Closibgte, EAC shall provide to the Buyer proper ledgdcriptions and surveys (to the
extent such surveys presently exist) for the Pig@s hereinafter defined).

(b) At the Closing, EAC and the Sharebaddshall deliver or cause to be delivered to thgeB the following:

0] certificates representing the Shawgsch certificates shall be duly endorsed in blankin lieu thereof, shall have
affixed thereto stock powers executed in blankinefbrm and substance reasonably satisfactorjgduyer;

(i) a certificate executed by the Seangibf EAC dated as of the Closing Date certifyingt the copies of EAC’s
Certificate of Incorporation and Bylaws previouplpvided to the Buyer pursuant to Sectiont28eof are true, complete and
correct, have not been amended since the datdieédeto the Buyer and are in full force and effas of the Closing Date;

(iii) a Certificate from the Secretarytbé State of the State of Connecticut confirmifgCE continuing legal
existence and evidencing that EAC is current imatpiired filings with that office; and

(iv) the written resignation of each &&A€s officers and directors.
1.6. Further Assurance§ he Shareholders shall, at any time and frone tiotime after the Closing, upon request of the

Buyer, do, execute, acknowledge and deliver, draailise to be done, executed, acknowledged ancededi, all such reasonable further acts,
deeds, assignments, transfers, conveyances, pohaiterney, and assurances as may be requirddddyetter assigning, transferring,
granting, conveying, assuring and confirming toBluger, or to its successors and assigns, or éiingiand assisting in collecting and
reducing to possession of, any or all of the Shares

1.7. Buyés Obligations At the Closing, the Buyer shall deliver, or sauo be delivered in accordance with this Agregmen
the Purchase Price by wire transfer of immediagelgilable funds in accordance with Sectiondhdve.

2. REPRESENTATIONS AND WARRANTIES OF THE SHAREHOLDERS AND EAC

Each of the Shareholders and EAC, jointly and sdlyerrepresent and warrant to the Buyer that, pikas set forth in the Disclosure
Schedule, the statements contained in this Se2taa true and correct as of the date of this Agregnexcept to the extent that such
representations and warranties are specificallyar@sdof a particular date (in which case, suchessmtation and warranty shall be true and
correct as of such date). The Disclosure Scheshd#t be arranged in sections and subsectionsspmneling to the numbered and lettered
sections and subsections contained in this Se2t{drbeing understood that any matter disclosechinsection of the Disclosure Schedule
will be deemed to be disclosed in any other Sedtieneof).



2.1 EAC Common StockEach Shareholder is the record and beneficalettolder of the Shares owned by such Shareholde
and has good and valid title to the Shares whielt@be transferred to the Buyer by such Sharehglgissuant to this Agreement, free and
clear of any and all covenants, conditions, retsimis, voting trust arrangements, liens, chargesymbrances, options and adverse claims or
rights whatsoever. The authorized capital stockA€ consists of 5,000 shares of EAC Common Stddkere are presently two hundred
(200) shares of EAC Common Stock issued and owtistgn Appendix Asets forth a true and correct description of alii&h owned by ear
Shareholder. All of the issued and outstanding@hé) are duly authorized, validly issued, fuligid and nonassessable, (i) were not issued
in violation of any preemptive or other rights ofygperson to acquire the securities of EAC anji(igre issued in compliance with all
applicable federal and state securities laws. pixioe this Agreement, there are no outstandingoogt convertible securities, rights
(preemptive or other), warrants, calls or agreemegititing to any capital stock of EAC.

2.2 Authority Each Shareholder has the full right, power antti@ity to enter into this Agreement and to trens€onvey
and sell to the Buyer at the Closing the Shard®teold by such Shareholder hereunder. This Ageaeimas been duly and validly executed
and delivered by each Shareholder and constitwesichand binding obligation of each Sharehol@afporceable against each Shareholder in
accordance with its terms, subject as to enfoeregnga) to applicable bankruptcy, insolvency, rnaniam, reorganization or similar laws
affecting creditors’ rights generally and (b) tangeal equitable principles.

2.3 Regulatory Approvals; No Broker&xcept as set forth on Schedule 21® Shareholder is a party to, subject to or bound
by any agreement or any judgment, order, writ, fimitibn, injunction or decree of any court or otlggivernmental body which would prevent
the execution or delivery of this Agreement by aogh Shareholder or the transfer, conveyance dad&the Shares to be sold by any such
Shareholder to the Buyer pursuant to the termsoifier&ll negotiations relative to this Agreemenwbkaeen carried on by EAC and the
Shareholders directly with the Buyer, without th&ervention of any person as a result of any a8A€ or the Shareholders in such manner
as to give rise to any valid liability or obligatido pay any fees or commissions to any brokedgfiror agent with respect to the purchase and
sale transaction contemplated by this Agreement.

2.4, Organization and Status of EAC; ity of EAC. EAC is a public service company as defined icti8a 16-1 of the
Connecticut General Statutes and sells and dis&sbuater in the Town of Ellington and the TowrSofmers (collectively, the
“Towns”). EAC is a corporation legally existingder the laws of Connecticut, and has all otherisggucorporate power and authority and
all necessary licenses and permits to carry douiginess as it is now being conducted, exceptt@xtent that EAC’s failure to have such
licenses or permits has not had, and would nobressy be expected to have, an EAC Material AdvE&féect (as hereinafter defined).
EAC's rates and charges are and have been thoam siioschedules filed with and approved by the DPEBC has all requisite corporate
authority and capacity to enter into this Agreeneerd all other documents to be entered into by EA€Nnection with the consummation of
the transactions contemplated hereby. This Agreeimes been duly and validly executed and deliveseEAC and constitutes a valid and
binding obligation of EAC, enforceable against ElGccordance with its terms , subject as to eefoent, (a) to applicable bankruptcy,
insolvency, moratorium, reorganization or similawk affecting creditors’ rights generally and @peneral equitable principles . EAC is not
under receivership, impediment or prohibition impad$y any court, regulatory commission, board, aistrative body, arbitration board or
tribunal or other federal, state or municipal gowveent instrumentality (any such entity being refdrto herein as a “Governmental Body”)
that would render EAC unable to enter into andycaut the provisions of this Agreement. As usethis Agreement, the term “ EAC
Material Adverse Effect ” shall mean and includg affect, event, development or change which, iinldiglly or together with any other
effects, events, developments or changes, eithérag a material adverse effect on the businesadial condition, assets and liabilities ,
prospects or results of operations of EAC takea akole, other than any effect, event, developroeshange resulting from (A) changes in
applicable law or generally accepted accountinggiples in the United States (“ GAAP ") or thd@eement or interpretation thereof, (B)
any action taken by the parties that is expressiynfited by the terms of this Agreement or to whatlyer has consented in writing, (C)
changes generally affecting the water utility indygprovided, in the cases of clauses (A) or &igh effects, events, developments or
changes do not disproportionately adversely afi#d relative to other similarly - situated businessin which case such disproportionate
effects, events, developments or changes may ke fato account in determining whether or not arCBMaterial Adverse Effect has
occurred) ; or (ii) that prevents or materially atsely affects the ability of the Shareholdersanstimmate the purchase and sale transaction
within the time periods contemplated by this Agreain

2.5 No SubsidiariesEAC has never had any subsidiaries and doesthetwise own or control, directly or indirectly, loave
any direct or indirect equity interest in, any datieor foreign corporation, partnership, trusinjoventure, limited liability company or other
business association or entity.

2.6 Title to Properties and Assets; bis@ater. Except as set forth on Schedule 2.6AC has good and valid title to (i) all
Assets (as hereinafter defined) of EAC includingheut limitation, the System, the wells, transraasand distribution mains, tanks and
standpipes, pumps and pumping stations, hydramermand personal property described in EAC’s AhReport to the DPUC for the year
ended December 31, 2007, and those acquired subgaquDecember 31, 2007, and all of EAC's rigitie ind interest in and to the curb
stops, service connections (to the extent curbssaop service connections are purported to be obwp&AC) and easements, rights of way
and leases, and any and all franchise rights, sagigvhich have been previously provided to the@ugnd (ii) all documents, reports, maps
and customer records pertaining to the Systemdigy but not limited to, all engineering, labomgtand operating reports, customer service
records including meter readings and fixture susyénpancial books and records, property maps, ga®ings, main laying specifications
and tap and service cards, and EAC’s cash and depdsits, except to the extent that EAC’s failaréave such title has not had, and would
not reasonably be expected to have, an EAC Matédaérse Effect. EAC has good and marketable itithee simple to all of its real prope
(“Property”), except where the failure of EAC tovkasuch title has not had, and would not reasoriadlgxpected to have, an EAC Material
Adverse Effect. EAC acknowledges and agrees thatgt satisfy and discharge all monetary liensemximbrances affecting the Property at
Closing, except any statutory liens for non-deliewfureal property taxes . All assets of EAC othan the Property (whether personal or
mixed, tangible and intangible), rights and prigés (whether now and hereafter owned or leasedNg) Ere referred to in this Agreement
the“Asset”, and are free and clear of all liens and encumbmreeept for any liens or encumbrances which dparavould not reasonab




be expected to, adversely affect the ability of EA@perate the System for water utility purposethe ordinary course of business. Other
than the Assets owned or leased by EAC, no otlsataare used in the conduct and operation ofythi® and the distribution and delivery
of water to each of EAC’s water customers. EACthasight to use the water it is now using inth@nner in which it is using such

water. Except as set forth on Schedule, 26 water supply sources, pump stations and geofacilities for the System are located on
Property owned by EAC in fee simple. All mains advice connections are located on Property ovayedAC in fee simple, within the
public rights-of-way, or within permanent easemaitsecord in favor of EAC, except for any defiodées of title which do not, or would not
reasonably be expected to, adversely affect tHayatii EAC to operate the System for water utilgyrposes in the ordinary course of
business.

2.7 Use of PropertyTo the knowledge of EAC and the Shareholdetkeeia) the present use of the Property confomadl i
material respects to all applicable zoning, buigibuilding line and similar restrictions, is a méted “non-conforming use” as defined in
such zoning, inland wetland, building, buildingdior similar restrictions or (b) EAC has obtainke hecessary permits, variances or relief
therefore, except where the lack of such permésances or relief do not, or would not reasondta\yexpected to, adversely affect the ability
of EAC to operate the System for water utility ppsps in the ordinary course of business. All ef@noperty is located in the Towns, except
for EAC’s main office located in Enfield, Connectic

2.8 Certificate of Incorporation, 8yaws. The copies previously delivered to the BuyeEAIC's Certificate of Incorporation
and By-Laws are true and complete copies of satdigi@nts, and said Certificate and Bgws are in full force and effect and include ang
all amendments thereto.

2.9 Absence of DefaultsExcept as set forth on Schedule 2B8e execution and delivery of this Agreement dugtsand the
consummation of the purchase and sale transaatioteimplated hereby will not (a) violate any proeisdf the Certificate of Incorporation or
Bylaws of EAC; (b) violate, conflict with or resut the breach or termination of, or constitutesfadlt under the terms of, any agreement or
instrument to which any of the Shareholders or B&\& party or by which EAC or any of EAC’s AssetsPooperty may be bound; (c) result
in the creation of any material lien, charge orwgnibrance upon any of EAC’s Assets or Property @msto the terms of any agreement or
instrument; (d) violate any judgment, order, injtioc, decree, license, permit, award, rule or ratjoih against, or binding upon, EAC or uj
any of the Assets or Property; or (e) constituteaderial violation by EAC of any material law ogrdation of any jurisdiction as such law or
regulation relates to EAC, the System or any ofAbsets or Property except, in the case of cla(ige$d) and (e), where such violation
would not reasonably be expected to have an EAG@IhtAdverse Effect. EAC has obtained or willabtprior to Closing all material
consents, releases or waivers from GovernmentaikeBahd third parties which may be necessary togmtethe execution of this Agreement
or the consummation of the transactions contemglla¢eein from resulting in any violation, breackfallt or other event referred to in this
Agreement, it being understood that it is the jo@sponsibility of the Buyer and EAC to obtain DPdfproval (as described in Section 6.2
hereof) of the purchase and sale transaction cqiéeed by this Agreement.

2.10 Litigation, Orders, EtcExcept as set forth on Schedule 2.1ifere are no actions, suits, proceedings or govental
investigations pending, or insofar as is known ACEor the Shareholders, in prospect or threateagalinst or relating to EAC or the purch
and sale transaction contemplated by this Agreeinesttbefore any Governmental Body. The System, BAC in its capacity as owner or
operator of the System, is not subject to or idation of any judgment, order, decree, injunctioraward of any Governmental Body entered
in any proceeding to which it was a party or of ethEAC or the Shareholders had knowledge, includiithout limitation, decisions, letter
requests or proceedings of the DPUC, the DPH, t&B,Dhe Internal Revenue Service and the Townstemigch judgment, order, decree,
injunction or award or said violation would reasbiyebe expected to have an EAC Material Adversedff No proceedings are pending or,
to the knowledge of EAC or the Shareholders, tlerad against the rates now being charged by EAC.

2.11 Contracts Schedule 2.18ets forth a description of certain of EAC’s watain extension agreements and is true,
complete and correct in all material respects. cAlitracts, agreements and leases to which EAQ@asta involving the payment of $10,000
or more by or to EAC in any one fiscal year or thia otherwise material to the business of EAGralié, binding and in full force and effect
and enforceable in accordance with their respettirras, and, to the knowledge of EAC or the Shddshs, no other party to any such
contract, agreement or lease has breached anysfmowif, or is in default under the terms of, anghscontract, agreement or lease , except
when such violation or breach has not had, or waoldreasonably be expected to have, an EAC Matkdieerse Effect .

2.12 Financial Statements; Annual Report

@ EAC has heretofore delivered to thuyd3 true, correct and complete copies of (X) EA&Uslited financial statements for
the three (3) most recently completed fiscal yedSAC, which financial statements have been additean independent Certified Public
Accountant in accordance with GAAP consistentlylegothroughout such periods and which have beepagied consistently with prior
periods (in each case, except as may be descrilibe notes thereto) and (Y) the internally preganeaudited, interim balance sheet and
statement of profits and loss of EAC, each dateaf @gril 30, 2008 (which unaudited statements odeipreciation, accruals for taxes and

rent expense for four months) (collectively, theptA 30 th Exceptions”). Each financial statement descrilvethis Section 2.12(a3
hereinafter referred to as a “Financial Statemant! are collectively referred to as the “EAC FirnahStatements”.

(b) Each EAC Financial Statement fainglaaccurately presents in all material respectaifisets, liabilities, financial
condition, revenues, expenses and results of ttetipns of EAC for the applicable period, subjadhe case of the interim Financial
Statements, to (i) the April 3‘6Exceptions, (i) normal recurring year-end adjustisgthe effect of which will not, individually an the
aggregate, have an EAC Material Adverse Effect)(@dhe absence of footnotes (that, if presenteduld not differ materially from those
included on EAC’s December 31, 2007 balance shéetgept for the April 3¢ Exceptions, each EAC Financial Statement is truecamrect
in all material respects, contains no untrue staterof material fact and does not omit any matéaietl necessary to make such financial
statement not mleading.



(c) No financial statements of any otherson or entity are required by GAAP to be inctudethe EAC Financial Statements
and EAC is not a guarantor, indemnitor, accommaodaparty or surety for the Slanetz Corporationror ather person, entity, liability or
obligation.

(d) The annual reports filed with the DPBy EAC with respect to EAC and the System from after December 31, 2001
(copies of which have been provided to Buyer) are,tcorrect and complete in all material respantsaccurately represent in all material
respects the financial condition and operationSACE for the respective periods and dates covereslibi reports.

2.13 Absence of Adverse Changgince December 31, 2007, there has not beematsrial adverse change in the financial
position, results of operations, assets, liabdite business of EAC, taken as a whole.

2.14 No Undisclosed LiabilitiesExcept for the April 3¢ Exceptions, EAC has no liabilities or obligatiorfisaay nature
(whether known or unknown, or absolute, accruedtingent or otherwise), except for liabilities amlaligations reflected or reserved against
in the EAC Financial Statements and current liibgiincurred in the ordinary course of businessesihe respective dates of the EAC
Financial Statements, except such liabilities digalions which have not had, or would not reastnbb expected to have, an EAC Material
Adverse Effect.

2.15 Compliance with Laws; No Environrt&dtHazards

(@) Except as has not had, or would easonably be expected to have, an EAC Material isavEffect, to the knowledge the
Shareholders, the location and construction, oautyaperation and use of all improvements attat¢bext placed, erected, constructed or
developed as a portion of any of the Property {(limprovements”) do not materially violate any apgplble law, statute, ordinance, rule,
regulation, order or determination of any GoverntaeBody, or any restrictive covenant or deed retstin affecting the Property including,
without limitation, any applicable health, enviroental, rates, utility, water quality, antitrustrihg, wages, hours, collective bargaining,
safety, price and wage controls, payment of wittiimg) and social security taxes, zoning ordinancestaiilding codes, flood and disaster
laws, rules and regulations (hereinafter colledyiwalled the “Applicable Laws”). Schedule 2.d@&ntains a list of and copies of all material
governmental licenses, permits, certifications approvals of any governmental authority possesgemt granted to EAC (“Licenses”) and
used or relied upon in the operation of EAC or$lgstem. To the best knowledge of the Shareholdersjaterial License used in or
necessary for the operation of EAC, the Asseth®Slystem will terminate prior to its stated exjpinadate or not be renewed in accordance
with past practices of EAC or any relevant GoverntaeBody, and EAC is not in material violationafy term or condition of any License.

(b) Without in any way limiting the geaéity of Section 2.15(adbove, neither any of the Assets nor EAC are thgestiof
any pending or, to the best knowledge of EAC orShareholders, threatened investigation or ingoyrany Governmental Body, or are
subject to any material remedial obligations urader Applicable Laws pertaining to health or theissvment, including, without limitation,
the Comprehensive Environmental Response, Compensand Liability Act of 1980, as amended (“CERCI).Ahe Resource Conservation
Recovery Act of 1987, as amended (“RCRA"), the Tafieking Water Act, as amended (“SDWA"), the Cléafater Act, as amended
(“CWA"), the Toxic Substances Control Act (“TSCA'the Connecticut Water Pollution Control Act, C.G8S 22a-416 et seq., or any other
applicable provision of Title 22a of the Connecti@eneral Statutes (all collectively hereinaftdereed to as “Applicable Environmental
Laws”).

(c) To the knowledge of the ShareholdBAC, taken as a whole, is in material compliandé wpplicable Environmental
Laws and is not required to obtain any permitgrges or authorizations (other than the Licensesdristruct, occupy, operate or use any
portion of the Property as it is now being useddason of any material Applicable Environmental kaw

(d) To the knowledge of the Shareholdeosprior use of any of the Property, by EAC or pier owners of any of the
Property, has occurred which violates any Appliedbhvironmental Laws in any material respect. EAG hot at any time, directly or
indirectly “treated”, “disposed of", “generated’stored” or “released” any “toxic or hazardous sabses”, as each term is defined under the
Applicable Environmental Laws, or arranged for saclivities, in, on or under any of the Assetsmy parcel of land, whether or not owned,
occupied or leased by EAC in material violatioraafy Applicable Environmental Law, except to theeextcustomary and in the ordinary
course of a water supply company’s business.

(e) To the knowledge of the Shareholdiwese has been no litigation brought or threater@dany settlement reached by or
with any parties alleging the presence, dispos#ase, or threatened release, of any toxic ortiaaa substance or solid wastes from the use
or operation of any of the Property, and none efRhoperty is on any federal or state “Superfuist; br subject to any liens recorded or
imposed pursuant to any federal or state “Supefflavas.

® This_Section 2.1&nd_Section 2.14dontain the only representations and warrantiegeelto environmental matters
contained in this Agreement.

2.16 Insurance EAC maintains insurance in connection with theséts and the System against hazards and riskmhititly
to persons and property to the extent and in theneraset forth on Schedule 2.16xcept for workers’ compensation insurance, uhs
insurance provides for a retroactive premium adjestt or other experienced-based liability on the pBEAC.

2.17 Description and Condition of SysteBAC has provided to Buyer a map of EAC's Systehich identifies all water
mains used in the System, which description or imdque, complete and correct in all material respe The System was designed and
installed in compliance with good waterworks engiirgg practice and the applicable rules and reguiatof the DPUC, except where the
failure to comply with the foregoing has not hadwould not reasonably be expected to have, an B&arial Adverse Effect. The Syste




taken as a whole, has been adequately maintairtei &mgood operating condition and repair, ordinaear and tear excepted, is fit for its
intended purpose and conforms to all restrictiveeoants, applicable laws, regulations and ordinanelating to its construction, use and
operation, except where the failure to comply wfith foregoing has not had, and would not reasortadlyxpected to have, an EAC Material
Adverse Effect.

2.18 Tax Matters

€)) EAC has filed or will file on a timebasis all returns, declarations, reports, cldionsefund, and information returns and
statements related to Taxes, including any schedulattachments thereto, and including any amenthférax Returns”) required to be
filed under applicable laws and regulations, anitifilé on a timely basis, all such Tax Returnsuigd to be filed on or before the Closing
Date. EAC has paid or caused to be paid withirtithe and manner prescribed by law all Taxes duk wispect to the taxable periods
covered by such Tax Returns and all other Taxesraibe due and payable (excluding any Taxes th& EAcontesting in good faith in
appropriate proceedings which are described in @dbe?.18and for which adequate reserves have been spdigifiaken and made in
EAC'’s financial statements). Any unpaid Taxes A{Edid not (i) as of December 31, 2007 exceed tweumls and reserves for Tax
liabilities (rather than any accruals and resefoesleferred Taxes established to reflect timirffedénces between book and tax income) set
forth on EAC’s balance sheet (prepared in accoreavith GAAP) for the year ended December 31, 2@0d, (i) exceed the accruals and
reserves as adjusted for the passage of time thriluegClosing Date in accordance with the pasteastnd practice of EAC in filing its Tax
Returns. Since December 31, 2007, EAC has notriedwany liability for Taxes arising from extraandry gains or losses, as that term is |
in GAAP, outside the ordinary course of busineds. claim for assessment or collection of Taxeshwen asserted against EAC, and EAC
has not agreed to any extension of the periodhii®assessment or collection of Taxes. For allgaep under this Agreement, the terms “Tax
or “Taxes” shall mean and include any federal estiatcal or foreign income, gross receipt, licemsgiroll, employment, excise, severance,
occupation, premium, windfall profits, environmdntapital stock, franchise, profits, withholdirgpcial security (or similar), unemployme
disability, real property, personal property, sales, transfer, registration, value added, alterar adden minimum, estimated, or other !
of any kind whatsoever, including any interest,algn or addition thereto, whether disputed or not.

(b) EAC has provided the Buyer with agopall federal income Tax Returns filed by EAGC fbe three (3) most recently
completed taxable years, and a copy of EAC’s apple Connecticut income Tax Returns for the thBermost recently completed taxable
years, along with sales Tax Returns filed by EA@Gwespect to the most recently completed caleyear, and the months during the pres
calendar year. Each Tax Return fairly and acclyrgesents the assets, liabilities, financial diad, income, expenses and results of the
operations of EAC for the applicable period.

(c) There are no claims, assessmentseptings, audits or litigation pending against EACany alleged deficiency in Taxes
and, to the knowledge of EAC and the Shareholdieese are no threatened claims, assessments, ghogeeaudits or litigation for Taxes
against EAC. There are no liens or other encungasfor Taxes (other than for current Taxes nbtlye and payable) on EAC’s Assets or
Property. To the knowledge of EAC and the Shawsrs] there is no basis for the assertion of ahgratlaim relating or attributable to
Taxes, which, if adversely determined, would resuliny material lien or encumbrance on EAC’s AssgtProperty, or would reasonably be
expected to have, individually or in the aggregateEAC Material Adverse Effect.

(d) EAC has maintained complete and atewecords, including all applicable exemptiosate or other certificates, of (i) all
sales to purchasers claiming to be exempt fromasadeuse Taxes based on the exempt status of tblegser, and (ii) all other sales for wh
sales Tax or use Tax was not collected by EAC artd avhich the seller is required to receive andineresale certificates or other certifice
relating to the exempt nature of the sale or usgmarapplicability of the sale and use Taxes.

(e) To the best knowledge of the Shamgrsl, EAC has no liability under the escheat lamany other laws of any jurisdiction
relating to abandoned property.

2.19 EmployeesEAC has no current full- or part-time employeesl has never had any such employees. EAC has no
liability to any director, officer, employee or &amy Governmental Body or any other person for aamabes, wages, bonus, salary,
commission, deferred compensation, vacation paalither hospital insurance, claim for indemnificati workers’ compensation benefits or
unemployment insurance premium with respect toeanployee, except for the last pay period or anyigothereof. There are no unfair
labor practices or discrimination or sexual harassnecharges pending or, to the knowledge of EA@erShareholders, threatened with
respect to EAC.

2.20 Related Party TransactioiExcept for ongoing transactions with the Slari&zporation in the ordinary course of
business of EAC described on Schedule 2tP@re are no existing transactions or agreenteitgeen EAC and any Shareholder, officer,
director, or affiliate (or member of the immedi&eily of any of the foregoing) of EAC.

2.21 Employee Benefit Plan&AC has never maintained any “employee pens@mefit plan” or “employee welfare benefit
plan” as those terms are defined in Section 3®&imployee Retirement Income Security Act of 19ER(SA”). No material liability under
ERISA or the Internal Revenue Code of 1986 (thed€dhas been or, through the Closing Date willibeyrred with respect to any Plan or
with respect to any “employee benefit plan” (ashsterm is defined in Section 3(3) of ERISA) of argde or business (whether or not
incorporated) which is under common control, oreamber of an affiliated service group, with EAC (vitit the meaning of Section 4001(b)
of ERISA or Section 414(b), (c) or (m) of the Coad)ich could result in a material lien or othericlaipon any of the assets of EAC, and no
such liability will be incurred as a result of tiansactions contemplated by this Agreement. E\@oi or has not been since 1984 a party to
any “multiemployer plan” (as such term is definedSection 3(37) of ERISA). Each EAC plan, progmmarrangement that is subject to
Section 409A of the Code is in material compliandth Section 409A of the Code, to the extent agglile, and has been operated in good
faith compliance with said Section 409A since Jaypda 2005.




2.22 Corporate Recordd he stock transfer books delivered at the Ctpsamd the minutes of all EAC directors’ and
shareholders’ meetings for the past five (#@ars heretofore made available to the Buyer, datestll of the transfer books and minute bo
for such periods and are true, complete and aacuveabrds in all material respects of all mategsraceedings of the shareholders and dire
of EAC, and the issuance and record ownershipl shalres of capital stock of EAC. The accountingks and records of EAC for the past
ten (10) years are in all material respects true, corredtaamplete, and have been maintained in accordaiticeggood business practices.

2.23 Bank Accounts and/or CreditSchedule 2.28ets forth a true, correct and complete list ofiafincial institutions in
which an account is maintained by, or loans, limesredit or other credit commitments have beemsstby or for, EAC, together with the
names of all persons authorized to draw theredkC Hoes not have any loan or other agreementhiéoborrowing of money and none of the
loans or lines of credit impose any prepaymentiti&ins. There are no loans or other agreemehtshaupon the Closing of the Merger as
contemplated by this Agreement will accelerate #&durity, increase the rate or charges or otheralisage their terms or provisions.

2.24 Disclosure No representations or warranties in this Secionin any information, list, Disclosure Schedule or
certificate furnished or to be furnished by or @half of EAC or the Shareholders pursuant to tlgse&ment contains or will contain any
untrue statement of a material fact or omits ot @ritit a material fact necessary to make the statgsncontained herein or therein not
misleading.

2.25 No Additional Reprefsgions. Except as expressly set forth in this Agreemmeaither the Shareholders nor EAC, their
representatives nor any other person has madespngsentation or warranty, expressed or implie@uger as to any matter relating to EAC,
including as to the accuracy or completeness ofi@ioymation regarding EAC furnished or made ava#ao Buyer and its representatives,
including any information, documents or materiakdmavailable to Buyer in any form in connectionhittie transactions contemplated by
Agreement.

3. REPRESENTATIONS AND WARRANTIES OF THE BUYER
The Buyer hereby represents and warrants to EAGren8hareholders as follows:

3.1 _Organization The Buyer is a corporation legally existing untiee laws of the State of Connecticut, and hasegllisite
corporate authority and capacity to enter into eenaly out the provisions of the Agreement, andhidas no receivership, impediment or
prohibition imposed by any Governmental Body thatld render the Buyer unable to enter into andycaut the provisions of this
Agreement.

3.2 Authority Relative to this AgreemeniThe execution and delivery of this Agreementh®/Buyer has been duly and validly
authorized by all requisite action on the parthaf Buyer. No approval or other action is requiredrder to authorize the Buyer to
consummate the transactions contemplated by thiselgent. This Agreement has been duly executedealhered by the Buyer and
constitutes a valid and legally binding obligatimiithe Buyer, enforceable in accordance with itmte

3.3 _Absence of DefaultsThe execution and delivery of this Agreementsdoet and the consummation of the transactions
contemplated hereby will not (a) violate any praxisof the Certificate of Incorporation or Bylawktbe Buyer; (b) violate, conflict with or
result in the breach or termination of, or constita default under the terms of, any agreementstrument to which the Buyer is a party ol
which it or any of its assets may be bound; (c)at@any judgment, order, injunction, decree, lgerpermit, award, rule or regulation agal
or binding upon, the Buyer; or (d) constitute alation by the Buyer of any law or regulation of gasisdiction as such law or regulation
relates to the Buyer.

3.4 Investment Buyeris acquiring the Shares for investment purposeg amil not with a view to any public distributioretiof,
and Buyer represents that it will not offer to sellotherwise dispose of the Shares so acquirgtibyiolation of any applicable law. Buyer
acknowledges that the Shares have not been registeder the Securities Act of 1933, as amendeditteat the Shares may not be sold,
transferred or offered for sale without registratimder such act or an exemption therefrom. Bisyable to bear the economic risk of
holding the Shares for an indefinite period andKkremvledge and experience in financial and businestsers such that it is capable of
evaluating the risks of investment in the Shares.

3.5 Due Diligence Review In entering into this Agreement, Buyer has regrbinduced by, or relied upon, any representations
warranties or statements by EAC or the Shareholut#rset forth herein or in the Disclosure Scheslaktached hereto, whether or not such
representations, warranties or statements havalpcheen made, in writing or orally, and Buyer agcWwledges that it has made its own
investigation of EAC and the Shareholders priahsexecution of this Agreement and has not begucied by or relied upon any
representations, warranties or statements as t@disability of entering this Agreement other thia representations, warranties and
statements set forth herein or in the Disclosutee8uales.

4. CONDUCT OF THE PARTIES PENDING THE CLOSING DATE AND
AGREEMENTS OF THE PARTIES

4.1  Approvals and Consent£AC, the Shareholders and Buyer will use comimalyaeasonable efforts to secure the approv
the purchase and sale transaction contemplatelddpgreement by all parties whose consent is regudy law or under the terms of any
indenture, contract or agreement to which EAC oydBus a party, including, but not limited to, appal by the DPUC.

4.2 Conduct of EAG Business

€)) Until the Closing Date, the Sharelkotdand EAC will conduct the business of and affafrEAC only in the ordinar



course and so that the representations and warsagdintained in Sectionhzreof will be true and correct in all materialpests at and as of
the Closing Date (except as to representationgdifiait to a specified earlier date), except fomgjes specifically permitted or contemplated
by this Agreement, and so that the conditions tediisfied by EAC and the Shareholders on or padhe Closing Date shall then have been
satisfied. EAC and the Shareholders will use tbemmercially reasonable efforts to maintain aresprve the business and operations of
EAC, and to preserve its relationships with persmmsntities having business relations with EAC.

(b) Without limiting the generality oféHoregoing, prior to the Closing Date, without gréor written consent of Buyer, whic
consent shall not be unreasonably withheld:

0] EAC will not dispose of any of the gets having a value of $5,000 or more, exceptfersale of water to
customers in the ordinary course of business.

(i) Except for normal expenses incuriethe ordinary course of business, EAC will natuinany additional
liabilities to the Slanetz Corporation or any ottterd party in an aggregate amount of $5,000 orano

(iii) EAC and the Shareholders will naké any actions that would reasonably be expeotadversely affect their
ability to consummate the purchase and sale tréinsamontemplated hereby.

(iv) EAC will maintain in force all exisig liability insurance policies and fidelity bondsating to the System, the
Property and the Assets, or policies or bonds plingisubstantially the same coverage.

(v) EAC will advise Buyer in writing oihg material adverse change or of any event, ocooerer circumstance
which is likely to cause a material adverse changmy of the Assets or liabilities (whether absejaccrued, contingent or otherwise) or
operations of EAC, taken as a whole.

(vi) EAC will maintain the Assets in goodndition, reasonable wear and tear excepted.

(vii) EAC will not enter into any new leas or contracts or material modifications or remswf any existing leases
contracts.

(viii) EAC will not, in a maen unfavorable to EAC, (i) make any material aliers or additions to the

Assets, except as may be required by law or asre@gonably be required for the prudent repair aatht@nance of the Assets, (ii) change or
attempt to change (or consent to any change irgdhang or other legal requirements applicabléhtoRroperty, or (iii) cancel, amend or
modify in any respect materially adverse to EAC araterial easement, License, permit or other rigktd by EAC.

(ix) EAC will not enter into or amend aagnployment, severance, retention, consulting ecigp pay arrangements
with any person, or increase the compensation payatany of its directors, officers or employees.

(x) EAC will not (i) issue, sell or othveise dispose of or agree to issue, sell or othendispose of, any shares of
capital stock of EAC, or any other security coneetinto or exchangeable for shares of EAC’s @pstock; (ii) acquire or agree to acquire
(through redemption, repurchase or otherwise) dritg shares of capital stock; or (iii) authoriggant or agree to grant any options, warrants
or other rights to acquire any of its shares ofteaptock, or any other security convertible iotoexchangeable for shares of capital stock of
EAC.

(xi) EAC will not declare or pay any othiividends or make any other distributions in extpof any of the shares of
its capital stock, provided, however, that EAC rpay cash dividends to the Shareholders after tteeafahis Agreement but prior to the
Closing in an amount not to exceed 70% of the meirne of EAC for the year 2007 (as reflected inahdited EAC Financial Statements for
the year ended December 31, 2007).

(xii) EAC will not change (A) its method$ accounting, except as required by GAAP or (BYiscal year, settle or
compromise any Tax liability or refund claim, or keaany material Tax election inconsistent with ppoactice or, if no comparable Tax
election has previously been made, which wouldease the current or future tax liability of EAC.

(xiii) EAC will not make, proge or agree to any change in its rates, chargesjards of service or account
from those in effect on the date of this Agreement.

(xiv) Neither EAC nor the Skholders will authorize, or commit or agree to takg of the foregoing actions.

4.3 _Information and AccessEAC will give to Buyer and its representativeasonable access at such times and locations as are
mutually agreed upon by the Buyer and EAC to alAlssets, and to the books, contracts, documerastds, and files of EAC, and will
furnish to the Buyer copies of documents, recordsfanancial information with respect to EAC’s bosss as the Buyer may reasonably
request. Said access shall specifically includessto (i) all personnel records of EAC (to theeakpermitted by applicable law); (ii) all
contracts and agreements referred to in Sectichtefeof; (iii) all files and records described ircfen 2.22hereof; and (iv) the System.

4.4  Lawsuits EAC shall notify Buyer promptly if it becomes are of any lawsuit, claim, proceeding or invesigathat may b
threatened, brought, asserted or commenced agah@or the Shareholders (a) involving the purchese sale transaction contemplated by
this Agreement or (b) which might have an EAC MateAdverse Effect.



4.5 _Compliance with Laws From the date hereof, EAC and the Shareholdei gse commercially reasonable efforts to cause
EAC to remain in compliance in all material resgegith all foreign, federal, state, local and otlaavs, statutes, ordinances, rules,
regulations, orders, judgments, and decrees apjdita EAC and any of its operations or Assets nitiecompliance with which could have
EAC Material Adverse Effect.

4.6  Current Information During the period from the date of this Agreetrterthe Closing Date, EAC will make available ame
more of their designated representatives to canfea regular and frequent basis with a represestafiBuyer and to report the general status
of the ongoing operations of EAC. EAC will promptiotify Buyer of any material change in the normmailirse of business or in the
operations or the properties of EAC and of any gavental complaints, investigations or hearingsc@nmunications indicating that the
same may be contemplated) and will keep Buyer fafigrmed of such events.

4.7 Notification of Certain Matters Upon actual notice thereof, EAC shall give promgtice to Buyer of (a) the occurrence, or
failure to occur, of any event which occurrencéailure would be likely to cause any representatomwarranty contained in this Agreement
to be untrue or inaccurate in any material respeahy time from the date hereof to the ClosingeDand (b) any failure by EAC or the
Shareholders to comply with or satisfy any covepemmdition or agreement to be complied with ors$iad by them under this Agreement.

4.8 Certain EAC Assets Schedule 4.8ets forth a description of certain assets of EAfivBuyer agrees may be retained by
the Shareholders after the Closing. On or betueelosing Date, EAC shall arrange to transfemtioéor vehicle registration of EAC’s 1990
pickup truck and the accounts and billing recoas5AC'’s cellular phones to the name and respdiitgibif the Shareholders.

5.  COVENANTS OF THE BUYER

5.1 _Cooperation The Buyer will use its best efforts (a) to pnetvany representation or warranty of the Buyer aimetd in this
Agreement from becoming inaccurate, (b) to satisé/requirements, covenants, and agreements dplgliait as set forth in this Agreeme
and (c) to satisfy the conditions to the consumamatif the purchase and sale transaction contengpiigt¢his Agreement.

5.2 Notification of Certain Matters Upon actual notice thereof, the Buyer shall givempt notice to EAC of (i) the occurrence,
or failure to occur, of any event which occurrencéailure would be likely to cause any represeéatabr warranty contained in this
Agreement to be untrue or inaccurate in any matexgpect at any time from the date hereof to tlesiGg Date, and (ii) any failure of the
Buyer or any officer, director, employee or agédmareof, to comply with or satisfy any covenant,diton or agreement to be complied with
or satisfied by it under this Agreement.

5.3 _Public AnnouncementsBuyer shall consult with EAC before issuing qumgss release or public announcement with respect
to this Agreement or the purchase and sale transambntemplated by this Agreement.

6. CONDITIONS OF THE BUYER’S OBLIGATIONS

The obligations of the Buyer to be performed hbynitler this Agreement on the Closing Date shallligest to the satisfaction, on or
prior to the Closing Date, of each of the followicgnditions. Each condition may be waived in wharlén part only by written notice of such
waiver from the Buyer to EAC and the Shareholders.

6.1 EAC Approvals This Agreement and the other transactions copitied hereby shall have been approved by the
Shareholders and Board of Directors of EAC.

6.2 DPUC Approval This Agreement and the purchase and sale traosaontemplated hereby shall have been approyedhd
DPUC in form and substance satisfactory to the Buyés reasonably exercised judgment. Withomiting the generality of the foregoing,
such approval shall include a ruling by the DPU& the Purchase Price paid by the Buyer to theebBlatdters for the EAC Common Stock is
a prudent investment, that the purchase and salséction contemplated hereby is in the best istt@feratepayers of both EAC and the Bt
and that the entire Purchase Price will be recaghia the Buyer’s rate base at the time of the Bayeext general rate case (meaning that the
Buyer will be allowed to earn a return on the PasghPrice and will be allowed to depreciate thestment in each case in the same manner
as other investments in plant), such ruling nahtdude any conditions that adversely affect the m regulatory treatment of the Buyer.

6.3 _Consents EAC shall have obtained any other consents reduo enable EAC and the Shareholders to consuentinat
purchase and sale transaction contemplated bytgrsement, including those required from the DEPBH if any, which shall be in form
and substance reasonably satisfactory to the Buyer.

6.4 Performance by EAC and the ShareholdéFke representations and warranties of EAC aadtiareholders contained in
Agreement or in any document delivered by or oralfedf EAC or the Shareholders to the Buyer purstathis Agreement shall be true,
complete and correct in all material respects dtamof the Closing Date with the same effect asgh such representations and warranties
had been made on and as of such date (except@srésentations and warranties which speak aspécified earlier date). EAC and the
Shareholders shall have performed and complietl material respects with all agreements and caolitrequired by this Agreement to be
performed or complied with by it on or prior to tGéosing Date. A duly authorized officer of EACdatine Shareholders shall each have
certified to such effect in writing to the Buyer.

6.5 _Adverse ChangeSince the date which is the earlier of (a) Bigyelection to proceed with the purchase and salesaction
contemplated herein as provided in Section 1.3](¥{i above or (b) the end of the Inspection Period eistiall have been no EAC Material
Adverse Effect, and Buyer shall have received #fimate of a duly authorized officer of EAC to $ueffect.




6.6 _Condition of Property On the Closing Date, except as disclosed hetieéme shall be no judicial or administrative or
condemnation proceeding pending or, to the knovdeafg=AC or the Shareholders, threatened concethm@roperty which could have an
EAC Material Adverse Effect.

6.7 Repayment of the Slanetz Corponati®n or before the Closing Date, the Shareholsleasi cause EAC to repay all
unpaid principal and interested owed to the Sla@etporation under the promissory note of EAC dé&tebruary 17, 2006 and all “accounts
payable — associated compang'the Slanetz Corporation for all services perfetdnon behalf of EAC by the Slanetz Corporation ohejore
the Closing Date.

6.8 Form of DocumentsAll actions, proceedings, instruments and doqus be taken or delivered by EAC in connection
with the consummation of the purchase and salsaction contemplated by this Agreement shall bsaeably satisfactory in form and
substance to the Buyer.

6.9 Litigation No suit, action, proceeding or governmental stigmtion shall be pending or, to the knowledg&ALC, the
Shareholders or the Buyer, threatened before angyGovernmental Body which would, in the reasoaaipinion of the Buyer or its legal
counsel, have an EAC Material Adverse Effect.

6.10 ResignationsAt the Closing, the Shareholders shall causbh eAEAC'’s officers and directors to resign thedsfiions
effective upon the Closing Date.

7. CONDITIONS OF THE OBLIGATIONS OF EAC AND THE SHAREHOLDERS

The obligations of EAC and the Shareholders todséopmed under this Agreement on the Closing Dhaédl ¥e subject to the
satisfaction, on or prior to the Closing Date, afle of the following conditions. Each condition nisywaived in whole or in part only by
written notice of such waiver from EAC and the Sfenlders to the Buyer.

7.1 DPUC Approval This Agreement and the other transactions copieied hereby shall have been approved by the DI

7.2 Performance by the Buyefhe representations and warranties of the Bogetained in this Agreement or in any
document delivered by or on behalf of the BuyeEALC and the Shareholders pursuant to this Agreestwlt be true, complete and correc
all material respects at and as of the Closing Béttethe same effect as if such representatiodsaarranties had been made on and as of
such date. The Buyer shall have performed and tedim all material respects with all agreememtd aonditions required by this
Agreement to be performed or complied with by itasrprior to the Closing Date. A duly authorizdtiaer of the Buyer shall have certified
to such effect in writing to EAC.

7.3 Form of DocumentsAll actions, proceedings, instruments and doaus® be taken or delivered by the Buyer in
connection with the consummation of the purchasksaife transaction contemplated by this Agreenteat be reasonably satisfactory in
form and substance to EAC.

8. FRUSTRATION OF CLOSING CONDITIONS

Neither party may rely on the failure of any coiatitset forth in Article 6 or Article 7 hereof t@Isatisfied if such failure was cau:
by such party’s failure to act in good faith ortge its commercially reasonable efforts to causeCiiosing to occur, as required $gction 4..
hereof.

9. EXPENSES

If the purchase and sale transaction contemplagegirhis consummated, all fees, costs, Taxes goeiheses incurred in connection
therewith shall be paid by Buyer. Except as othsevepecifically provided in Section 1.3€f)this Agreement, if such purchase and sale
transaction (a) is not consummated for any reasioer than matters which are within the control #fCEor the Shareholders or the result of
an EAC Material Adverse Effect, then all fees, sp¥axes and expenses shall be paid in each cabke pwarty incurring such expenses,
except that Buyer shall reimburse the ShareholaietsEAC for legal and accounting fees in an amaohto exceed $60,000, provided that
the Shareholders submit copies to Buyer of docusnestiablishing the amount of such legal and acamufées; or (b) is not consummated
because of matters which are within the contr@AC or the Shareholders or the result of an EACdviat Adverse Effect, then all fees,
costs, Taxes and expenses shall be paid in eaetbgake party incurring such expenses.

10. TAX MATTERS

The following provisions shall govern the allocatiof responsibility as between the Buyer and thar&tolders for certain tax
matters following the Closing Date:

€)) Buyer shall prepare or cause to lepaured and file or cause to be filed all Tax Retdion EAC that are filed after the
Closing Date. Buyer shall permit the Shareholdergview and comment on each such Tax Return ithestin the preceding sentence prior
to filing.

(b) Buyer and the Shareholders shall eaate fully, as and to the extent reasonably raqddsy the other party, in connection
with the filing of Tax Returns and any audit, latgpn or other proceeding with respect to TaxaeschSooperation shall include the retention
and (upon the other party's request) the provisfamecords and information that are reasonablwesleto any such audit, litigation or ott



proceeding and making employees available on aafiytconvenient basis to provide additional infotima and explanation of any material
provided hereunder. Buyer and the Shareholdeeeggy) to retain all books and records with respedtax matters pertinent to EAC relat
to any taxable period beginning before the Cloghage until the expiration of the statute of limiteits (and, to the extent notified by Buyer or
the Shareholders, any extensions thereof) of thgeive taxable periods, and to abide by all @kcetention agreements entered into with
any taxing authority, and (B) to give the othertpaeasonable written notice prior to transferridgstroying or discarding any such books
records and, if the other party so requests, Bay#ne Shareholders, as the case may be, shail dilother party to take possession of such
books and records. Buyer and the Shareholdetsefuaigree, upon request, to use their commergisdigonable efforts to obtain any
certificate or other document from any governmeatdhority or any other person as may be necessarytigate, reduce or eliminate any
Tax that could be imposed (including, but not lexito, with respect to the purchase and sale ttineacontemplated hereby). Buyer and
Shareholders further agree, upon request, to pedtiel other party with all information that eithparty may be required to report pursuant to
Code Section 6043, or Code Section 6043A, or TrgaRagulations promulgated thereunder.

(c) All tax-sharing agreements or simadgreements with respect to or involving EAC shalterminated as of the Closing
Date and, after the Closing Date, EAC shall nobdend thereby or have any liability thereunder.

11. TERMINATION

11.1 Termination by Mutual Consenthis Agreement may be terminated at any timerpa the Closing Date by the mutual
written consent of both (a) EAC and the Sharehsldad (b) Buyer.

11.2 Termination by the Shareholdersyothe Buyer. This Agreement may be terminated at any timerpd the Closing
Date by the Shareholders or Buyer if (a) the Clg$ias not occurred on or before January 31, 20@18ss the party seeking to invoke this
Section 11.2(ajs then in breach of any of its obligations undes Agreement; (b) a court of competent jurisdictar any governmental
authority shall have issued an order, decree argur taken any other action, in each case pernibnestraining, enjoining or otherwise
prohibiting the transactions contemplated by thigeement, and such order, decree, ruling or ofttesrashall have become final and
nonappealable; or (c) the other party shall haeadired or failed to comply in all respects withrégresentations, warranties, covenants and
agreements contained in this Agreement; provideavever, that if the final DPUC order with respect to fhachase and sale transaction
not been received by January 5, 2009, this Agreemag not be terminated unless the Closing hasoairred within 30 days of receipt of
such DPUC order.

11.3 Remediesin the event of termination of this Agreement,party hereto shall, except as otherwise set farthis
Agreement, have any liability or further obligatitmany other party to this Agreement; provigdwwever, that, if this Agreement is so
terminated by a party because one or more of thdittons to such party’s obligations hereunderasgatisfied as a result of the other party’s
willful failure to comply with its obligations unde¢his Agreement, the terminating party shall htneeright to pursue all legal remedies for
breach of contract or otherwise including, withtwnitation, damages relating thereto. The rightswers and remedies of the parties under
this Agreement are cumulative and not exclusivamyf other right, power or remedy which such pari@y have under any other agreement
or law. No single or partial assertion or exer@gany right, power or remedy of a party hereurstell preclude any other or further
assertion or exercise thereof.

12. AMENDMENT, WAIVER, AND INTERPRETATION

This Agreement may be amended in writing at antprior to the Closing Date, but only by a writisigned by EAC, the
Shareholders and Buyer. At any time prior to thesfdg Date, the parties hereto may (a) extendithe for the performance of any of the
obligations or other acts of the other partiesyhive any inaccuracies in the representationsaardanties of the other parties contained in
this Agreement or in any document delivered purstathis Agreement or (¢) waive compliance by dfiger parties with any of the
agreements or conditions contained in this Agreenfary agreement on the part of a party to any sxtbnsion or waiver shall be valid ol
if set forth in an instrument in writing signed bahalf of such party. The failure of any partyhstAgreement to assert any of its rights ur
this Agreement or otherwise shall not constituteséver of such rights.

13. OTHER PROVISIONS

13.1 Governing Law This Agreement shall be construed and intergrateording to the laws of the State of Connecticut
without regard to conflicts of laws provisions.

13.2  Assignment This Agreement may not be assigned by any retgto without the prior written consent of theestparties
hereto and any attempt to assign without such carsdwll be voidable by any party.

13.3 _Books and RecordsThe Shareholders agree that they will delivetaarse to be delivered to Buyer on the Closing Rkte
corporate minute books and stock transfer recar@AE, to the extent that such books and recordsiat then in the possession of
EAC. The Shareholders may retain any Tax Retamd,Buyer shall be provided with copies of such Raturns.

13.4  Notices All notices, waivers and consents under thisegnent shall be in writing and shall be deemedt@ bbeen duly
given if delivered, mailed, first-class mail, pagtgprepaid, or sent via facsimile addressed asvisl|

If to EAC or the

Shareholders: The Ellingfmres Company
170 N. Maple Street
Enfield, CT 0608



Attention: Karen LaPlante
Facsimile: (860) 749-0385

with a copy to: Michael F. Hathn, Esq.
Day Pitney LLP
242 Trumbull Street
Hartford, CT 06103
Facsimile: (860) 275-0343

If to CWC to: Connecticutatér Company
93 West Main Street
Clinton, CT 06413
Attention: Thomas R. Marston,
Vice President — Business Development
Facsimile: (860) 669-9326

with a copy to: Edward B. Waihore, Esq.
Murtha Cullina LLP
CityPlace I, 185 Asylum Street
Hartford, CT 06103
Facsimile: (860) 240-6150

13,5 Entire Agreement This Agreement supersedes all prior writtenrat agreements between the parties with respehbeto
transactions contemplated herein, other than Secticand 7 of the Letter of Intent between the Bayel the Shareholders dated February 8,
2008, as amended, and is intended asomplete and exclusive statement of the termsisfAgreement between the parties with respect to
the transactions contemplated herein.

13.6 _Counterparts This Agreement may be executed in any numbeoohterparts, each of which shall be treated awigmal,
but all of which, collectively, shall constitutelgrone instrument.

13.7 _Successors and Assignghis Agreement shall be binding upon and inarthe benefit of the parties hereto and the
successors and assigns of the parties hereto.

13.8 _Severability In case one or more provisions contained inAlgiceement shall be invalid, illegal or unenfordeahb any
respect under any applicable law, rule or regutatibe validity, legality and enforceability of themaining provisions contained herein shall
not be affected or impaired thereby. Upon sudbrd@nation that any term or other provision isald, illegal or incapable of being
enforced, the parties shall negotiate in good fittnodify this Agreement so as to affect the orgjintent of the parties as closely as pos:
in a mutually acceptable manner in order that thesactions contemplated by this Agreement areurommated as originally contemplated to
the greatest extent possible .

[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEAIABIK]
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IN WITNESS WHEREOF, the parties hereto have catisisdStock Purchase Agreement to be duly execiged the date first
above written.

THE CONNECTICUT WATER COMPANY THE ELLINGTON AES COMPANY
By: /sl _Eric Thornburg By: /s/ Donald Slanetz
Name: Eric Thornburg Name: Donald Slanetz
Title: Chairman, President/CEO Title: President
SHAREHOLDERS:

/sl _Karen LaPlante
Karen LaPlantt




/sl Betty Slanetz
Betty Slanetz

/s/ Donald Slanetz
Donald Slanetz

THE SLANETZ FAMILY TRUST

By: /sl Arthur Slanetz
Name: ArthuaBétz

Title: Trustee




Appendix A— List of EAC Shareholders

Stockholder Shares Held
Donald A. Slanetz, 170 N. Maple Street, Enfield, @D82 72
Betty A. Slanetz, 170 N. Maple Street, Enfield, @5082 52
Karen S. LaPlante, 166 N. Maple Street, Enfield, 08082 52

Slanetz Family Trust, c/o Arthur Slanetz, Truste&0 Druid Road East, Clearwater, FL 33 24
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Exhibit 31.1

Certification of Chief Executive Officer

I, Eric W. Thornburg, certify that:

1. | have reviewed this quarterly report on Forn-Q of Connecticut Water Service, Inc. (“registran”).

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madmisieding with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements,odiner financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, angdtfie periods presented in this reg

4. The registrans other certifying officer(s) and | are responsifoieestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)), for the registrant and hay

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedur&e tdesigne

(b)

(©

(d)

under our supervision, to ensure that material rmédion relating to the registrant, including itensolidate
subsidiaries, is made known to us by others withse entities, particularly during the period ihigh this report i
being preparec

Designed such internal control over financial répgr, or caused such internal control over finahoégorting to b
designed under our supervision, to provide readenadsurance regarding the reliability of financigporting and tr
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registimmisclosure controls and procedures and presdntehdis report oL
conclusions about the effectiveness of the disceosantrols and procedures, as of the end of thiegeovered by th
report based on such evaluation;

Disclosed in this report any change in the regigtsainternal control over financial reporting thatoaoed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbm® that ha
materially affected, or is reasonably likely to erélly affect, the registrargt’internal control over financial reportil
and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaadmmittee of the registramst’board of directors (or persons performing
equivalent functions!

(@)

(b)

All significant deficiencies and material weaknessethe design or operation of internal contradiofmancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refimaihcia
information; anc

Any fraud, whether or not material, that involveamagement or other employees who have a significdetin the
registran’'s internal control over financial reportir

[s/ Eric W. Thornburg
Eric W. Thornburg
Chief Executive Officer

August 8, 2008






Exhibit 31.Z

Certification of Chief Financial Officer

I, David C. Benoit, certify that:

1. | have reviewed this quarterly report on Forn-Q of Connecticut Water Service, Inc. (“registran”).

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde a material fact necess
to make the statements made, in light of the cistarmces under which such statements were madmisieding with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements,odiner financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, angdtfie periods presented in this reg

4. The registrans other certifying officer(s) and | are responsifoieestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15()) and internal control over financial repagtitas defined in Exchange /
Rules 13-15(f) and 15-15(f)), for the registrant and hay

a.

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs tesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared

. Designed such internal control over financial réipgr, or caused such internal control over finahecgporting to b

designed under our supervision, to provide readenassurance regarding the reliability of finandieporting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

. Evaluated the effectiveness of the registadisclosure controls and procedures and preséantéds report our conclusio

about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtlis report based
such evaluation; ar

. Disclosed in this report any change in the regitsainternal control over financial reporting thatcooed during th

registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabr that has material
affected, or is reasonably likely to materiallyeaftf, the registra’s internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions!

a.

b.

All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; anc

Any fraud, whether or not material, that involveg@magement or other employees who have a signifioaet in the
registran’'s internal control over financial reportir

/s/ David C. Benoit

David C. Benoit

Chief Financial Officer

August 8, 2008






Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C. Section 1350
As Adopted Pursuant to Section 906 of the Sarban&3xley Act of 2002

In connection with the Quarterly Report of The Cecticut Water Service, Inc. (the “Company”) on FdfQ for the period ending June 30,
2008 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), the usigred, Eric W. Thornburg, the Chief
Executive Officer of the Company, and David C. Bertbe Chief Financial Officer of the Company, elach hereby certify, to the best of his
knowledge, pursuant to 18 U.S.C. §1350, as adquiesiiant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requirementsSefction 12(a) or 15(d) of the Securities Exchangeoh 1934; anc
(2) The information contained in the Report fairly @ets, in all material respects, the financial ctodiand result of operation of 1

Company

/sl Eric W. Thornburg
Eric W. Thornburg
August 8, 2008

/s/ David C. Benoit
David C. Benoit
August 8, 2008




