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PASSAIC VALLEY WATER COMMISSION
AND
NEW JERSEY-AMERICAN WATER COMPANY, INC.

SECOND AMENDMENT TO AGREEMENT

APPENDIX A



SECOND AMENDMENT THE WATER SALES AGREEMENT BETWEEN THE
PASSAIC VALLEY WATER COMMISSION AND THE NEW-JERSEY
AMERICAN WATER COMPANY, INC.

SECOND AMENDMENT TO AGREEMENT, made this [7” day of
3 V'q , 2008, between Passaic Valley Water Commission, a public body of
the State of New Jersey, having its principal office at 1525 Main Avenue, in
the City of Clifton, County of Passaic and State of New Jersey, hereinafter
referred to as "Commission”, and New Jersey-American Water Company, a
Public Utility Corporation organized under the laws of the State of New
Jersey, with its principal office at 213 Carriage Lane, Delran, New Jersey
08075, hereinafter referred to as the "Company":

WHEREAS, the Commission, organized pursuant to N.J.S.A. 40:62-

108, et seqg., owns and operates a public water supply and distribution
system; and

WHEREAS, the Commission supplies the Company with water
pursuant to a written agreement dated July 10, 1991 entitled "Water Sales
Agreement Between the Passaic Valley Water Commission and New Jersey-
American Water Company, Inc." (referred to herein as the "Agreement"), and
an amendment to the agreement (the "Amendment") dated September 26,

2007 replaced Schedule A annexed to the Agreement with Revised Schedule
A dated July 25, 2007; and

WHEREAS, it is the intention of this second amendment to the
Agreement to clarify and clearly establish the previously implicit limitations of
the Agreement; and

WHEREAS, this second amendment to the agreement (the "Second
Amendment") hereby clearly establishes an explicit Maximum Annual
Purchase Volume (the maximum total volume of water in billions of gallons
per year which can be purchased by the Company from PVWC during the
Service Year) as set forth in the attached Revised Schedule A which shall be
appended to the revised Agreement; and

WHEREAS, all other terms and conditions of the previously amended
Agreement dated September 26, 2007 shall remain in full force and effect;

NOW THEREFORE, the parties hereto agree that the revised Schedule
A dated as of the date hereof shall replace, in its entirety, the previously
revised Schedule dated July 25, 2007 and become effective as of the date of
full and proper execution of said document by the authorized parties; and
shall be fully binding upon said parties and shall be attached to the
Agreement and made a part thereof in its entirety.

IN WITNESS WHEREOF, the parties hereto have caused this

instrument to be executed by their duly authorized officers, and have affixed
corporate seals, the day and year first above written.

Attest: NEW JERSEY-AMERICAN

M WATER COMPZ\JY, INC.
By: ) | By:ﬁ

1 Niches | G ﬁ; W', =
éﬁ' we—/«é‘n'b;gg eneial) Canso Ve

Vi
Attest: PASSAIC VALLEY
WATER COMMISSION

.

By: W A4/

IDIDA RODRIGUEZ
Board President

Board Secretary



REVISED SCHEDULE A
DATED JUNE 20, 2008

otal Combined to West Orange ¢

Al'i,\-: P

) Poi elivery:

Maximum Daily Volume

30 MGD

Maximum Monthly Volume

759.5 MGM (24.5 MGD Average)

Annual Maximum Purchase Volume

6000 MGY (16.4 MGD Average)

Annual Minimum Purchase Requirement
After 1/1/2008 Until the End of the
Term of the Agreement

4653 MGY (12.75 MGD Average)

1 Li Fall

Maximum Daily Volume

3.5 MGD

Maximum Monthly Volume

77.5 MGM (2.5 MGD Average)

IN WITNESS WHEREOF, the parties hereto -have caused this
instrument to be executed by their duly authorized officers, and have affixed
corporate seals, the day and year first above written.

Attest:

o Il

171ctaer O\ &eovo
V¥ Secre 4—9(%%» Gere 1al
CanNse ©

By:

obert VanW/
Board Secrgtary

NEW JERSEY-AMERICAN
WATER COMPANY

By: .
VY opera 1N

PASSAIC VALLEY WATER
COMMISSION

fdida Rodriguez
Board President




PASSAIC VALLEY WATER COMMISSION
AND
NEW JERSEY-AMERICAN WATER COMPANY, INC.
AMENDMENT TO AGREEMENT

APPENDIX A



! EXHIBIT A
FORM OF 2007 AMENDMENT TO WATER SUPPLY AGREEMENT

AMENDMENT TO AGREEMENT, made this Z(a_ﬁ day of 5ﬂ7§mﬁ7x
2007, ({herelnafter “2007 Amendment") between Passalc Valley Water
Commission, a pubiic body of the State of New Jersey, having its princlpal
office at 1525 Main Avenue, in the City of Clifton, County of Passalc and
State of New Jersey, hereinafter referred to as "Commission”, and New
Jersey-American Water Company, a Public Utllity Corporation organized
under the laws of the State of New Jersey, with its principal office at 131

Woodcrest Road, Cherry Hill, New Jersey 08034, herelnafter referred to as
the "Company":

WHEREAS, the Commission Is organized pursuant to N,J.S.A. 40:62-

108, et seq., and owns and operates a public water supply and dlistribution
system; and

WHEREAS, the Commisslon supplies the Company with water
pursuant to a written agreement dated July 10, 1991 entitled "Water Sales
Agreement Between the Passalc Valley Water Commission and New Jersey-
American Water Company, Inc." (referred to hereln as the "Agreement”); a
copy of which Is attached hereto and made a part hereof as Exhibit A; and

WHEREAS, Commisslon and Company hereby mutually agree to
amend the Agreement by replacing Schedule A annexed thereto and entitled
"Purchase Limitations and Minimum Requirements”, with Revised Schedule A
dated July 25, 2007, and a copy of Revised Schedule A dated July 25, 2007 is
attached hereto and made a part hereof as Exhibit B; and

WHEREAS, all other:terms, and-conditlons of the Agreement shall

remaln In full force and effect, except as explicitly modified by the 2007
Amendment;

IN WITNESS WHEREOF, the partles hereto have caused this
instrument to be executed by thelr duly authorized offlcers, and have affixed
corporate seals, as of the day and year first above written.

Attest: NEW JERSEY-AMERICAN
WATER COMPANY

By: y{f—\ By:
Tokdw Esty Wiyne 0. Morge
A55F Sk, VE der vice Qéhvers
Attest: — PASSAIC VALLEY WATER
COMMISSION
BY: ! coLE By: ﬂ \//
Louis Amodio G Rigo Sanchez
Administrative Secretary Board President

wlfr



PASSAIC VALLEY WATER COMMISSION
AND
NEW JERSEY-AMERICAN WATER COMPANY, INC.
AMENDMENT TO AGREEMENT

AGREEMENT DATED JULY 10, 1991

EXHIBIT A



WATER SALES AGREEMENT
- BETWEEN
THE PASSlAIC VALLEY WA’I‘Eﬁ 'COMMISSION
AND

NEW JERSEY-AMERICAN WATER COMPANY, INC.



1991
day of July , ¥, between

PASSAIC VALLEY WATER COMMISSION,

ACGREEMENT, made this 10th

a public body of the State of Hew

Jersey, having its principal office at 1525 Main Avenue, Clifton,

New Jersey Q701l, hereinafter referred to as "Commission," and NEW

JERSEY~-AMERICAN WATER COMPANY, a public utility corporation

organized under the laws of the State of New Jersey, with its
principal office at 500 Grove Street, Haddon Heights, New Jersey
08035, hereinafter referred to as the "Company":

WHEREAS, the Commission, organized pursuant to N,.J.S.A.

40:62-108, et seqg., owns and operateé a public water supply and
distribution system in the Cities of Passalc, Paterson and Clifton

and other surrounding territories; and

Commission sells water in bulk to other water
PUrveyors; and

WHEREAS,

WHEREAS, Commission and the Commonwealth Water Company,

—Predecessor to the Company, have executed two water sales

agreements, one dated February 2, 1978, providing for the furnishing

of a supply of water by the Commiséion'fo the Company,‘and the other

dated October 25, 1979, providing for the furnishing of water to the

Company's Little Falls district; and

WHEREAS, by Certificate of Merger duly £iled with the Secretary
of State of New Jersey on December 23, 1987, Monmouth Consolidated
Water Company and Naw Jersey Water Company were merged into

Commonwealth Water Company effective as of January 1, 1986, the

latter simultaneously changing its name to that of the Compzny; and

WHEREAS, the Company retained all right, title and interest of

Commonwealth Water Company in and to any and all contracis,

including, without limitation, Commonwealth Water Companv's rights



pursuant to the February 2, 1978, and October 23, 1979, agreements

with the Commission; and

WHEREAS, the Commission and Company wish to provide for a

further additional supply of water by and between Commission and

Company; and

WHEREAS, Commission and Company wish to supersede’ the February

2, 1978 agreement with the within agreement; and -

WHEREAS, Commission and Company desire that the October 23,

1979, agreement remain in full force and effect;

NOW, THEREFORE, for and in consideration of the mutual promises

and respective covenants and agreements contained herein, the

parties agree as follows:

SECTION 1: DEFINITIONS

a. "Agreemenkt” means this water sales contract which

supersedes the prior agreement between the Commission and

Commonwealth Water Company, naw the Company, dated February 2, 1978.

b. "pnnual Purchase Period” means the calendar year beginning

January 1 and ending December 31 £or the duration of this Agreement

C. "Annual Purchase Requirement" means the miniwmum total

volume of water expressed in million gallons per year which will be

purchased by the Company from the Commission,

4.

"Daily Periecd" means the twenky-four (24) hour pericé irom

midnight to the following ﬁidnight in any given day.

a. "First Permanent Purcnase Period" shall be the period

commencing on the date when Uninterruptible Sexvice commences as
provided in Section 2 herein.

£

"Force Majeure Event” means the inability of a party to

perform due to acts of God, strikes, lockouts or other industrial



disturbances, orders of the Government of the United States or the

State of New Jersey or any agency or instrumentality thereof, acts

of terrorism, insurrections, riots, epidemics, landslides,

lightning, earthguakes, fires, hutricanes, storms, £floods, washouts,
explosions, failure of, or accidents to, machimery, pipelines, dams

Or canals, partial or entire failure of water supply, arrests, civil

disturbances, acts of any public enemy, and any okher causes not

reasonably within the control of the party claiming such inability.
A parvty's inability to perform due solely to financial circumstances

unrelated to any of the foregoing conditions shall in no case

constitute a "Force Majeure Event."

qg. "Maximum Daily Purchase" means the maximum volume of water

purchased by the Company‘du}ing any daily period.

h. "MGD" is the abbreviation for "million gallons of water per

day."

- i. "Poinks of Delivery” means the locations of the Company's

metering facilities which connect to both the Commission and Company

transmission systems. In particular, the Points of Delivery shall

be located at the Company's [

j. "Tariff" means the Commission's schedule of rates and
charges as approved by, and on file with, the Commission, as such

may Efrom time to time be amended and supplemented.

k. "Uninterruptible Service"” 1s potable water service to be

grovided in accordance with the provisions of Section 2 herein and

Schedule A hereto. The Commission agrees to provide such service to

-3




the Company unconditienally, excepk to the extent that the
provisions of Sectian 5 of the Agreement may apply under certain
circumstances to excuse the Commission]from providing such
Uninterruptable Service in the guantity specified. 7

SECTYON 2: WATER SERVICE TQ BE PROVIDED

a. Commission agrees to supply Company and Company agrees to

purchase from Commission through the Points of Delivery, commencing

on July 1, 1993, Uninterruptible Service as provided in Schedule A

hereto. . The Maximum Daily Purchase by the Company shall not exceed

the rates set forth in Schedule A attached hereto. The Commission

agrees bto consbtruct those facilities required to provide the maximum ‘wﬁ

. LR
flow rates specified in Schedule A for the West Caldwell v

-
interconnection. During any Annual Purchase Period, the Annual W

Purchase Regquirement shall not be less than as set forth on Schedule

A. The water to be delivered by Commission will be furnished from

supplies as Commission may now or hereafter use for the general
supply of its customers.

b. The Company will review its use of water under the terms

and conditions of Secticon 2.3 and Schedule A on an annual basis,

Within ninety (90) days of the close of each Annual Purchass Yeriod,

the Company will advise the Commission of its desire to incrzase Lhe

Annual Purchase Reguirement and the Mazimum Daily Purchase. Withia

ninety (90) days of receipt of such request from the Comyany, the
Commission will advise the Company whether such additionzl suppnly

will be furnished by the Commission. If the reguested incresazse can

be supplied by the Commission, the Annual Purchnase Reguirament and

the Maximum Daily Purchase will Le increased beginning on the Zix

cr

s

day of the next Annual Purchase Period. The Commission zsestains the



sole authority to approve or deny dny request made by the Company

and the approval of any such request will not be unreasonably
withheld.

c. The Company will advise the Commission, within nineéy (90Q)

days following the close of each Annual Purchase Period, of any
anticipated surplus of water for the Annual Purchase Period

following the current Anpual Purchase Period. Such notice by the

Company will reguest the Commission to reduce the Company's Annual

Purchase Requirement by the amount of the anticipated surplus,

effective for the Annual Purchase Period immediately succeeding the

current Annual Purchase Period. The Commission will utilize its

best efforts and will make a good faith attempt to market the
surplus water to other customers of theé Commission. The Commission

will advise the Company of its acceptance of the surplus, or any

portion thereof, and the revised Annual Purchase Reguirement no

..later than 180 days before the close of the current Anpual Turchase

Perioed. 1In the absence of such notice by the Commission, the Annual

Purchase Requirement will be deemed to remain unchanged. 1I£, on the

other hand, the Commission accepts the Company surplus, or any

the next Annual Purchase Reguirement will te

portion thereof,

reduced accordingly effective for the next Annual Purchzsea
a,

Periecd.

If the Campeny f£ails to notify the Commission of Its cdesire

to increase or decrease the Annual Purchase Requirement within

ninety (90 days of the close of any Annual Purchase Period, the

terms and conditions of Section 2Z.a and Schedule A will ceontinue in

full force without modification through the next Annual Purclhiase

Period.



. BECTION 3:  WATER QUALITY

a. The water to be furnished hereunder shall be potable water

which meets the statutory and/or regulatory standards promulgated by
the MNew Jersey Department of Environmental Protection and the United

States Environmental Protection Agency, or any SuCCessor govermmen-

tal agency or department, being water delivered from Commission's
filtration plant located in Totowa, New Jexrsey, or Erom such other

sources or combination of sources as may be available to Commission.

b. Compliance with the water quality provisions of this

Agreement shall be detarmined by sampling at the Points of

Delivery. The Commission will establish a sampling station at each.

Point oF Delivery and reports of analysis of samples from those

stations shall be provided to Company ﬁonthly. The Commission shall

not be responsible For the guality of the water delivered once the

Wwater pesses into the Company's system beyond the Points of

TDelivery. Title to the water shall be deemed to pass at the Points

Of Delivery. Conseguently, the Company hereby agrees to indemnify
and save harmless the Commission against any and all clzims,

liabillity, loss, damages, costs or expense (including, without

limitation, reasonable attorney's fees) suffered or incurred by the
Commission (i) related to the guality of water in the Comoeny's
system beyond the Points of Delivery or (ii) arising-ou% of anv

contamiration or alleged contamination of the Company's water

Ssupply. The Commilssion, however, accepts resconsibility For the

quality of water delivered to the Poinis of Delivery. The

Commission hereby agrees to indemnify and save harmless the Company

against any and all claims, liability, loss, camages, costs or

expense {including, without limitation, reasonable attorney's Zees)



e

#uffered or incurred by the Company, (i) related to the guality of
water in the Commission's system on the Commission side of the
Points of Delivery or (ii) arising out of any contamination or
alleged contamination of the Commission's water supply.
BECTIQN 4: TERMES OF PAYMENT

a. Company hereby agrees to pay the charge for water delivered
by Commission which shall be at the same bulk or wholesale rate
which other bulk or wholesale customers‘of Commission pay. Company
shall also pay all power charges incurred to pump water above the
Commission normal gradient, which gradient is the normal discharge
gradient of the main system of the Little Falls Plant., All bills

shall be rendered monthly in arrears by Commission and shall be

payable by Company within bthixrty (30) days of the date the bill is
rendered.

b. In the event that the bulk or wholesale rate charged by

Commission to other purveyors is raised or lowered during the term
of this Agreement or any renewal period thereof, Commission agrees
to sell and Compapy agrees to buy and pay for water delivered at

such new rate from the date any such change in rate shall become
affective.

C. Company agrees to purchase EFrom Commission the Annual

Purchase Requirement. The Company agrees ta make the reguired

Payment for its Annual Purchase Reguirement Eor each Annual Purchase
Period, whether or not the Company in fact takes the full amount of
the Annval Purchase Reguirement in such Annual Purchase Period,
provided that to ths extent the Commission fails to make available
to Company the amounkt of water sgecifieq as the Annual Zurchase

Requirement for any Annual Purchase Period, the quantity of wakter



sy

specified in Section 2 and on Schedule A as the Annual Purchase
Requirement shall be accordingly reduced (during that Annual
Purchase Period only) to the amount of water which was in fact made

available by the Commission to the Company during such Annual

Purchase Period. TIf, at the end of any Annual Purchase Period

Company shall not have taken at least the Annual Purchase

Reguirement, then Company shall pay to Commission, within sizty (60)

days after the end of such Annual Purchase Perioed, the difference

between the actual charges paid and the total chaxge due for the

Annual Purchase Requirement, as adjusted to reflect any change in

the Water Rate during that period (the “Deficiency“). To the extent

Company pays a Deficiency charge to the Caommission, in the next
succeeding Annual PurchasenPeriod, Company shall be permitted to

take from Commission, without charge, a gquantity of water equal to

the amount of water represented by the Deficiency from the previous
“Annual Purchase Period.

d. The provisions of this Section notwithstanding, the Comvany

will not be liable to pay the Commission for the Annual Purchase

Requiremaent provided that the Commission failed to make available to

the Company this amount of water as a result of (i) prior
commitments and obligations of the Commission to serve the Cities

Paterson, Passaic and Clifton, (ii) actions %taken hy the State of

New Jersey limiting the availability of water to the Company or
(iii) the Commission's failure to make available water wihich
complies with the provisions of Section 3. for a period of time egqual

Yo or greater than one (1) month in duration,



SECTION 5: INTERRURTIQNS INW SERVICE. FORCE MWMAJEURE EVENT

a. In the event that it becomes necessary for the Commission

to temporarily discontinue service or to reduce water pressure in

Commission mains because of a Force Majeure Event, it is

specifically agreed that Company or its customers shall not have any
claim or demand against Commission because of such temporary

disdontinuances of supply or reduction of pressure.

b. If by reason of any Force Majeure Event either the Company

or the Commission shall he rendered unable wholly, or in part, to

satisfy their respective obligations under this Agreement, and
further if the party alleging the Force Majeure Event shall give
notice and full particulars of‘such Fo?ce ﬁajeure Event in writing
ko thé cther party hereto within a reasonable time after occurrence

of the event or cause relied upon, then the obligation of the party

giving such notice, to the extent affected by such Force Majeure

Evenk, shall be suspended or modified during the continuance of the

inability te perform, or fully perferm, then claimed. Either party

so affected shall use its best efforts to remove or overcome such
Force Majeure Event with all reascnable dispatch.

SECTIOQON §: PRESSURE LIMITATIONS,

CONSTRUCTION OF PUMP STATIONS
AND PTPELINES -

a. Commission shall not be obligated to cdeliver water at its

Weskt Orange Point of Delivery at & pressure in epxcess of the water

pressure carried in Commission's supply mains in the general
vicinity of the West Orange Point of Delivery.

b. Commission agrees to provide water at sufficient pressure

at the West Caldwell Point of Delivery to satisfy the rates of flaw

in accordance with Schedule A attached hereto. Commission acceots

full responsibility for the construction of a pump station and

-G




pipelines required to transmit water f£rom the Commissicon's treatment

facilities to the West Caldwell Point of Delivery. Company further

agrees to provide telemetry equipment at its Florham Park Tank to

operate the Commission's pumping eguipment £or the West Caldwell

Point of Delivery.

c. Company shall connect its 36-inch transmission main to the

Commission's proposed transmission main located ip Kirkpatrick Lane,

south ¢f, and in the vicinity of, Bloomfield Avenue in West

Caldwell, New Jexsey. Company shall bear all costs of construction

for said connection including, but not limited to, a motorized

control valve to be ogperated in conjunction with existing or future

Commission pumping facilities. Company shall install at its cost a

metering staéion with appurtenances and such station shall remain
the property of the Company.

da. Any water supply facilities construcied by Commission or

+ts agents at the sole expense of the Commission shall at all times

be and remain the property of the Commission. All facilities

constructed by Company or its agents shall at all times be and

1

remain the property of Company.
SECTION 7: METER TESTING

Company shall, if requested by Commission, provide Commission

with covies of certified reports of test(s) on the accuracy of
mater(s} at the beginning of the contract term, and once each year

thereafter until termination of this Agreement, or any renewa2l t2rms

hereok,
STCTIQN §: DURATION OF AGREEMENT AND RENEWAL; BINDING ZFTZECT
ASSTICGNMENT: SEVERABILITY
a.

This Agreement shall be binding and shall inure to the

benefit of the parties hereto and their respective legal successors

-10-
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and assigns.- This Agreement may not be assigned by either Party

without approval of the other Party, which approval shall not be

unreasonably withheld, Tha texm of this Agreement initially shall &

1
be for a perlod of twenty five (25) years from the date hereof and K

(s

2

A\

-

» AF
the Agreement shall be subject to the approval of governmental *&x{km é
agencies as required by law, The parties agree to cooperate in 46(f>§
securing any and all such approvals. . ﬂ?

b.

This Agreement shall be renewed automatically for one (1)

additional term of twenty five (25) years, unless the Company serves

a written notice of termination upon the Commission not less than
one year before the exzpiration date of the initial term of this

Agreement. Any renewal shall be subject to any and all reguired
governmental agency approvals.

c. This Agreement  constitutes the entire understanding of the
parties hareto and the parties shall not be bound by any other

—agreements, understandings or conditions respecting the subject

matter hereof other than those expressly set forth herein. This

Agreement may be amended or modified only in writing duly executed

by the parties hereto.
a. In the event that any one or more of the provisions of this

Agreement shall for any reason be held to be illegal or invalid br a

court of competent jurisdiction, such a legaliity or invalidity shall

not effact any other provisions of this Agreement and this Agreemert

shall be continued in full force and effect =25 if such illegal or

invalid provision had not been contained herein.

SECTION 9: EFFECTIVE DATE, TEXMIMNATION OF F=3rRUARY 2, 1978
AGREZMENT
8. IE

the date of commencement of Uninterruptible Servics is

subsequent te July 1, 1993, the Annual Purchase Requirement shall be

=11~



reduced for the First Permanent Purchase Peried by one one hundred

eighty fourth of the Annual Purchase Requirement for each day the

date of commencement of Uninterruptible Service is delayed beyond

July 1, 1993.

b. The February 2, 1978 Agreement between the Parties will

remain in force through the date when Uninterrumtible Service

commuences. On the date Uninterruptible Service commences, the

-Fehruary 2, 1978 Agresment, or any auktomatic renewal term thereckE,

will terminate and become null and void. The terms and cgnditions

¢E this Agreement will supersede the provisions of the February 2,

1278 Agreement.'
SECTION 10 NOTICES

Any notice given by either party. to the other party shall be in
writing, and shall be served persqnally or by depositing such notice
in the United States Mail, certified, with certification and postage

chirges vrepaid and properly addressed and dirscted to the party to

receive the same as follows:

As to Commission: Passalc Valley Water Commission

1525 Main Avenus
Clifton, NJ 07011

~ttn: Charlotte R. Alving, 2dm. Sec'v,.

As bto Comvparny: Mew Jersey-hmerican Water Company

500 Grove Strest
Haddon Heighnts, ¥MJ 085035

A

Atitn: Treasurex
With Cogy To: tew Jersev-American Water Company
Northern Division

233 Canoe Brogok Road

Short Hills, ¥J ©¢7078

~tktn: Manager

Zikther party may designate a change of add g Ciff
person or entity to which notices shall be

Hritten notice to that effec:t to the other parky.



section 1): PARTIAL ASSIGYMENT OF ANNUAL PURCHASE ZEIOUIREMONT

a. Anything in this Agreement tohthe'contrary notwithstanding,
the Company shall have the right to assign (without further consent
of the Commission) a portion of the‘water supply to he provided by

the Commission under this Agreement to The Southeast Morris County

Municipal Utilities Authority, a body corporate and politic of the

Sktate of New Jersey ("SMCMUA") subject to the following terms and

conditions:

(1) Any such assigunment ("Assignment") shall be pursuant

to a written agreement between the Compény and SMCMUA (" SHICHMUA

Agreement”), a copy of which shall be supplied to the Commission;

(2) SMCMUA shall have agreed in writing (which agreement
may be incorporated in the SMCMUA Agreement) to (1)} be bound by the
praovisions of this Agreeﬁent with respect and limited to any water
supplied to SMCMUA by the Commission pursuant to this Agreemenk and.

_the Assignment including, without limiting the generality of the

foregoing, the payment provisions of Section 4; and (ii) wmake dir=zct

payment to the Commission for all water supplied to SMCMUA and,

subject to the provisions of this Agreement, its proporitionate share

of the annual Purchase Requirement as agreed upon by the Company and

SHCHUA .

o, Upon (i) receipt of notice of an Assicgnment Lo EMCA and

(ii) compliance by SMCHUA with the conditions sest forth irn

Subparagraph "a" above, the Commission hereby agress teo bill SHCTUA

LS Ry

directly for any water supplied by the Commission to SMCHMUA and/or,

to the extent aporopriate, SMCMUA's proportionate share of the

Annual Purchase Requirement as agreed upon by the Compawmy and SYICTUA.

-13-



IR WITNESS WHEREOF, the parties hereto have caused this

instrument t

o be executed by their duly authorized officers, and

have affired their corporate. seals, the day and year first above

written.

s

7

n’lf /
léEST: ‘

24 He

R.P. Ff{e, Secretary

Secretary

/

13672

PASSAIC V¢

By &7 | ,v/

—

z/ﬁ%lssxou

; President

NEW JERSEY-AMERICAN WATER COMPANY

v

BY:

, Vice:EEesident

HJ. WOgos, JR.
-YICE PRESIDENT

~14-



SCHEDULE &

A pid T
MAXIMUM DAILY

Annual Purchase
Date Hest Caldwell West Oranue Reuuirement (MG)
July 1, 1993 - '

5.4 10 1,133 - :
January 1, 1394 5.4 10 - 2,248 - [CE
January L, 19385 10.5 10 2,993/, " -7
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PASSAIC VALLEY WATER COMMISSION
AND :
NEW JERSEY-AMERICAN WATER COMPANY, INC.
AMENDMENT TO AGREEMENT

REVISED SCHEDULE A DATED JULY 25, 2007

EXHIBIT B



REVISED SCHEDULE A
DATED JULY 25, 2007

Maximum Dally Volume 30 MGD_-

Maxlmum Monthly Volume 759.5 MGM (24.5 MGD Average)

Annual Minimum Purchase Requlrement 3650 MGY (10 MGD Average)
Before 1/1/2008

Annual Minimum Purchase Requirement 4653 MGY (12.75 MGD Average)
After 1/1/2008 Until the End of the
Term of the Agreement

All Litsle Falls (PWSID No, [ Polnts of Deliverv:

Maximum Dally Volume 3.5 MGD

Maximum Monthly Volume 77,5 MGM (2.5 MGD Average)

IN WITNESS WHEREOQF, the partles hereto have caused this
Instrument to be executed by their duly authorized officers, and have affixed
corporate seals, the day and year first above written.

Attest: NEW JERSEY-AMERICAN
. WATER COMPANY

7/ SN

/“ (TORoM/ hée sty Wayn? D Mol
Ml X, \“9 C’Wz(r’ Deivery
Attest: PASSAIC VALLEY WATER
COMMISSION
C

By: By: ﬂ /

Louls Amodio (Rigo Sanchez

Administrative Secretary Board President



WATER SUPPLY AGREEMENT
e JAv\ud‘/«ui 2012,
THIS AGREEMENT, made this 4 of DBecember, 26+, BY AND BETWEEN

THE MORRIS COUNTY MUNICIPAL UTILITIES AUTHORITY, a public body corporate and
politic of the State of New Jersey with offices at 300 Mendham Road, Morris Township, New
Jersey 06960 (hereinafter "MCMUA" or "Authority") AND NEW JERSEY-AMERICAN
WATER COMPANY, a corporation of the State of New Jersey (hereinafter "New Jersey-

American"). New Jersey-American and MCMUA are each a “Party” and collectively, “Parties.”

WITNESSETH:

WHEREAS, MCMUA is a municipal utilities authority established pursuant to N.J.S.A.
40:14B-1 et. seq. and which owns and operates a potable water supply system for the wholesale

development and distribution of water; and

WHEREAS, New Jersey-American has a franchise to provide public water supply in the

County of Morris; and

WHEREAS, New Jersey-American is in need of an additional supply of potable water

and the Authority is willing to provide the same in accordance with the terms of this agreement.

NOW, THEREFORE in consideration of these premises, of the mutual covenants and
agreements herein set forth, and of the undertakings of each Party to the other, cach binding

itselt, its successors and assigns, do mutually covenant, promise and agree as follows:

ARTICLE
DEFINITIONS

“Act” means the Municipal and County Utilities Authorities Law (N.J.S.A. 40:148-1 et
seq. ).

“Agreement” means this agreement for the sale and purchase of potable water as the
same shall be amended and supplemented from time to time by mutual written agreement of the

Parties and including any schedules and exhibits attached hereto.
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the masculine gender include every other gender.

ARTICLE 1
PROVISION OF WATER SERVICE
1. New Jersey-American agrees to purchase potable water during the term of the Agreement

at rates determined in accordance with Article 111 of this Agreement.

2. New Jersey-American shall take or pay for two hundred and twenty (220) million gallons
of water each year during the term of this contract regardless of actual use. The daily, monthly
and annual maximum volumes of water that MCMUA will provide to New Jersey American
during the term of this Agreement are set out on Schedule 1 attached hereto and incorporated
herein by reference. In the event that New Jersey-American desires (o propose a revision to
Schedule 1 for use by the Parties beyond the initial ten (10) year period of this Agreement, then
six (6) months prior to the tenth year anniversary date of this Agreement New Jersey-American

shall have the right to propose such a revision to MCMUA for approval,

3. The Initial Term will automatically extend for an additional five (5) years if neither Party
gives wititen notice of termination to the other within two (2) years of the end of the Initial
Term. Upon any termination of the Agreement service shall be discontinued and New Jersey-
American shall remain responsible for the provision of water service to those users located along

the MCMUA transmission mains who are New Jersey-American customers.

4. In the event that New Jersey-American shall require water service in excess of the
volumes specified in Schedule I, it shall give six (6) months written notice thereof and MCMUA
shall have the right in its absolute discretion and subject to availability, to provide such increased
flows. Provided that MCMUA exercises its absolute discretion to provide water service in excess
of the volumes specified in Schedule 1, the Parties shall execute an amendment to this
Agreement that is mutually acceptable to the Parties, then MCMUA shall make provision for

increased flows as aforesaid.

3. The MCMUA will permit New Jersey-American to make service connections to the

w2
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MCMUA 12" transmission mains after the Point of Delivery subject to the approval of the
MCMUA. New Jersey-American shall install such service comnections in accordance with a
design and detail approved by the MCMUA's Chief Engineer. New Jersey-American shall be
responsible to install, maintain and make readings for new meters associated with the service

connections.

6. 1f during the Initial Term of this Agreement, or any additional term. it shall become
necessary for the Authority to impose water use restrictions, such restrictions will be uniformly
applied, and New Jersey American shall be restricted in the same proportion as the balance of the

Authority customers.

7. All water provided by the MCMUA under this Agreement shall be potable at the Points
of Delivery and all such water shall comply with all applicable NIDEP and USEPA laws and
regulations regarding treatment and delivery of water and shall comply with all applicable notice
requirements established by the NJDEP and USEPA and any successor government agencies or
departments. MCMUA shall not be responsible for contamination or degradation in the quality of
the water past the Points of -Delivery unless it can be shown that the contamination or
degradation was caused by negligent acts of MCMUA. MCMUA shall perform water quality
tests as required by applicable NJDEP and USEPA laws and regulations. Presently, the
MCMUA conducts chlorine residual and bacteriological tests. All water quality tests shall be
performed only by State of New Jersey certified laboratories. MCMUA will provide New
Jersey-American with reports of water quality test results for water samples taken at the Points of
Delivery and, upon written request of New Jersey-American, New Jersey-American shall be

entitled to take split samples with MCMUA at the Points of Delivery.

ARTICLE 111
MCMUA CHARGES AND PAYMENT THEREOF

1. New Jersey-American shall pay MCMUA one hundred and eleven percent (111%) of the
then applicable Base Rate. MCMUA agrees that the Base Rate shall continue to exist as a

classification in accordance with the terms of Resolution 10-71, attached hereto as Schedule 2.
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MCMUA shall not assign New Jersey-American to or include New Jersey-American in any rate

class that it may create or establish after the date of this Agreement.

2. MCMUA may change the Base Rate from time to time in accordance with the provisions
of the Act. The same Base Rate charged to wholesale customers receiving water produced by .
MCMUA shall be used to calculate rate charged to New Jersey American under Article I (1)
above, and the total rate charged by MCMUA to New Jersey American for water provided under

this Agreement shall never exceed 111 percent (111%) of the Base Rate.

~

3. On or before October 15th of each year, the Executive Director shall certify to New
Jersey-American the rates to take effect on January 1 of the following vear. In the event of an
increase or decrease in the Base Rate expected to be effective January 1 of the following year,
the Executive Director shall provide in the certification for a description, in reasonable detail, of
the factors and calculations underlying the increase or decrease. New Jersey-American shall have
the right to intervene in any rate proceedings in the same fashion as other wholesale customers of

the MCMUA.

4. MCMUA shall bill New Jersey-American for water usage on a monthly basis which bills
shall be due and payable within forty-five days of issuance by MCMUA. The monthly bills shall
be based upon actual use and MCMUA will calculate the total charge to be paid by New Jersey
American in accordance with Article I (1) of this Agreement. The December billing shall
include any true up calculation that may be required in the event that New Jersey American fails
to take its annual take or pay volume and any such true up calculation shall also be charged in

accordance with Article III (1) of this Agreement. .

5. Bills not paid within forty-five (45) days of receipt shall be subject to the imposition of
interest at the same rate as provided under the Act for the payment of interest on unpaid service
charges, or as the same may be amended from-time 1o time. In addition to the right 1o impose
interest charges or delinquent payments, MCMUA reserves all of the rights and powers with

respect thereto as are set forth in the Act.

6. If New Jersey-American disputes a bill in good faith, New Jersey-American must on or
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before the due date thereof (a) pay the undisputed portion of the bill; and (b) notify MCMUA in
writing as to the basis of the dispute. If the dispute is regarding meter accuracy, a meter test will
be performed by any qualified firm acceptable to both Parties. If the meter test proves that the
meter is within applicable and customary accuracy limits no adjustment shall be made to the bill
and New Jersey-American shall bear the cost of the meter test. If the meter test proves that the
meter is not operating within applicable and customary accuracy limits a billing adjustment shall
be made in the next bill and MCMUA will pay for the cost of the meter test and the meter will be
replaced or recalibrated. Should it be determined that the meter inaccuracy resulted in a lower
bill than would have been justified by a corvect meter reading then a billing adjustment shall be
made in the next bill. Any billing dispute and consequent adjustment for the benefit of either
Party shall be limited to the month for which, and during which, the dispute is raised and one
prior month. The Parties agree that the Authority meter shall be conclusively presumed to be

operating accurately if running within plus or minus 2% of true accuracy.

7. MCMUA will provide, install, and use, as part of the System, a meter or meters (which
meters shall be calibrated at least annually) or other devices, methods, or procedures for
determining the volume of water (either directly, by differentials, or otherwise) delivered to New

Jersey-American. The MCMUA shall, at its cost, test the meter for accuracy at least every Jinsest
Yeav, and

-+me-pertod] shall provide New Jersey American with reasonable advance written notice of each

such test. New Jersey American shall have the right to have a representative present during each
such test. New Jersey-American shall have the right at any time, and from time {o time, to
mspect and test the meter at its expense in order 1o be satisfied as to its proper functioning. New
Jersey-American shall provide reasonable notice of its intent to inspect and test the meter and
MCMUA shall provide the access to the meter pit under its supervision. MCMUA shall have the
right to have a representative present at any time that the meter is inspected and tested by New
Jersey-American. MCMUA agrees that in the event of a malfunction, it shall promptly repair or
replace the meter. In the event of such a malfunction of any meter or other device, MCMUA
shall use an estimate as to the quantity of flow based on historic data and records pertaining to
volumes previously delivered to New Jersey-American. A copy of any such estimate and shall
be conclusively deemed to have been made in accordance with this Agreement and to be correct

within thirty days after issuance by MCMUA unless contested within that thirty day period and
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except as may be provided thereafter by final judgment of a court of competent jurisdiction.

& MCMUA shall periodically sample the quality of water delivered to New Jersey--
American pursuant to this Agreement and shall make such tests, measurements, and analyses
thereof as shall assure its quality and the compliance by MCMUA with applicable state and
federal regulations and drinking water standards. In fulfilling its obligations to provide water
service hereunder, MCMUA shall have the right to utilize such sources of potable water as it
shall subsequently develop provided that the same shall meet applicable state and federal

regulations and drinking water standards.

9. MCMUA will make and keep permanent records of the volumes of water delivered and,
when ascertained, of the quality thereof. MCMUA will keep proper books of records and
accounts in which complete and correct entries shill be made of its transactions related to the
System, or any part thereof, and which shall be available for inspection by duly authorized
representatives of New Jersey-American during regular business hours at the MCMUA offices.
MCMUA will cause its books to be audited annually and will provide a copy thereof to New

Jersey-American.

ARTICLE 1V
MISCELLANEOUS

1. MCMUA will at all times maintain all such insurance as is customarily maintained with

respect to water systems of like character against loss, damage, or other liability.

2. If by reason of Force Majeure:

a) MCMUA or New Jersey-American shall be rendered unable, wholly or in part, 1o
satisfy their obligations under this Agreement, then such obligations, to the extent affected by
such Force Majeure, shall be suspended or reduced during the continuance of the inability to

perform hereunder, but for no longer period.

b) If either Party suffers a Force Majeure which limits or prevents the transfer of
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water hereunder, the Parties agree as follows:

1. New Jersey-American shall not be obligated to pay any amount for that
portion of the minimum gallonage commitment shown on Schedule [ (determined
by prorating the annual take or pay volume for the Force Majeure period) that was

unavailable during the Force Majeure: and

i1. New Jersey-American shall be permitted, upon mutual agreement,
subsequent to the Force Majeure period, to utilize and pay for that portion of the

annual take or pay volume that was unavailable during the Force Majeure period.

Telephone notice of a Force Majeure experienced by either Party will be given to the other Party
at the carliest possible time, and will be described subsequently in writing to such other Party
within two (2) working days after the occurrence of the Force Majeure event. The Party
experiencing a Force Majeure shall use its best efforts to remove or overcome such Force

Majeure as soon as possible.

¢) MCMUA agrees to indemnify, protect and hold harmless New Jersey-American
from any and all hiability, loss, damages, costs or expense (including, without limitation,
reasonable attorney's fees) arising out of claims alleging that MCMUA failed to meet its

obligations under this Agreement.

d) New Jersey-American agrees to indemnify, protect and hold harmless MCMUA
from any and all liability, loss, damages, costs or expense (including, without limitation,
reasonable attorney's fees) arising out of claims alieging that New Jersey-American failed to
meet its obligations under this Agreement.

3. Any bonds or other obligations of MCMUA referred to in this Agreement or to be issued
shall be the sole obligation of MCMUA and shall not in any way be deemed a debt or liability of

New Jersey-American.
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4. MCMUA may at any time assign or pledge for the benefit and security of the holders of
bonds, notes, or other evidence of indebtedness, heretofore or hereafter issued by it, any of its
rights under the provisions of this Agreement including but not limited to its right to receive
payments from New Jersey-American and thereafier this Agreement shall not be terminated,
modified, amended, or changed except in the manner (if any) and subject to the conditions (if
any) permitted by the terms and provisions of such assignment or pledge, provided, however,
that the terms and provisions of such assignment may not modify the terms and provisions of this

Agreement.

5. If'any one or more of the covenants or agreements provided in this Agreement on the part
of MCMUA or New Jersey-American to be performed should be contrary to law, then such
covenant or agreement shall be deemed separable from the remaining covenants and agreements
and shall in no way affect the validity of the other provisions of the Agreement. This Agreement
together with any schedules and exhibits, constitutes the entire understanding between the Parties
with respect to the subject matter hereof, and the Parties will not be bound by any agreements,
understandings or conditions, whether oral or written, with respect to the subject matter hereof
other than those expressly set out in this Agreement. Any changes, modifications or

amendments to this Agreement shall be effective through a writing executed by both Parties.

6. This Agreement shall come into effect upon its execution and delivery by the Parties, and
shall thereafter be and remain in full force and effect except that after payment in full of all
obligations of MCMUA including any bonds, notes, or other obligations issued to finance the
construction, replacement, enlargement, operations, or maintenance of the System, New Jersey-

American shall have the right to terminate this Agreement upon one year's written notice.

7. This Agreement may be executed in any number of counterparts all of which shall be

regarded as an original for all purposes and shall constitute and be but one and the same.

8. This Agreement shall be governed by the laws of the State of New Jersey.

9. Notices. All notices and demands of any kind ("Notice™) which any Party may be
required or may desire to serve upon the other Party in connection with this Agreement must be
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in writing, except as otherwise provided herein, and must be served either by personal service,
acknowledged by signature of addressee or authorized agent at the office address; by express
mail; a private carrier; facsimile or email, provided the addressor sends a written confirmation of
such notice no later than three (3) days after such email or facsimile is sent; or by certified mail,
return receipt requested, postage prepaid. Service of any such notice by express mail, federal
express, or certified mail will be deemed complete the second business day after mailing.
Service of any such Notice by personal delivery or by facsimile will be deemed complete upon
the date of acknowledgment by the addressee or the date of facsimile confirmation, whichever

applies. Such Notices will be addressed as follows:

I to Company: New Jersey-American Water Company, Inc.
1025 Laurel Oak Road
Voorhees, NJ 08043
Attn: Corporate Secretary

With Copies to: Shart Shapiro, Esq.
Cozen O’Connor
Suite 300, Liberty View
457 Haddonfield Road
Cherry Hill NJ 08002-2220

If to Purchaser: THE MORRIS COUNTY MUNICIPAL UTILITIES
AUTHORITY,
300 Mendham Road
Morris Township, New Jersey 06960

With a Copy to:
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SCHEDULE 1

Maximum Daily Volume 1 Million Gallons
Maximum Monthly Volume 30.5 Million Gallons
Maximum Annual Volume 237 Million Gallons
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Schedule 2:  Resolution 10-71
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ARTICLE 1
DEFINITIONS

"Act" means the Municipal and County Utilities Authorities Law (N.J.S.A. 40:148-1 et
seq.).

"Agreement" means this amended and restated agreement for the sale and purchase of
potable water as the same shall be amended and supplemented from time to time by mutual written

agreement of the Parties and including any schedules and exhibits attached hereto.

"Articles" and "Sections" mentioned by number only are the respective Articles and

Sections of the Agreement so numbered.

"Base Rate" means the rate established by the MCMUA applicable to customers to whom

MCMUA provides water produced from its own sources.

"Force Majeure" means the inability of a Party to perform due to: acts of God; orders of the
Government of the United States or the State of New Jersey; or any agency or instrumentality
thereof; acts of terrorism; insurrections; riots; epidemics; landslides, lightning; earthquakes; fires;
hurricanes; storms; floods; washouts; explosions; breakage or accidents to machinery, pipelines,
dams or canals or partial or entire failure or contamination of water supply, not due to the
negligence of the Party claiming such occurrence as the reason for the inability to perform; arrests;
civil disturbances; acts of any public enemy; and any other causes not reasonably within the control

of the Party claiming such inability to perform.

In addition to the foregoing, Force Majeure further includes any inability of the MCMUA
to provide water to New Jersey-American resulting from MCMUA'’s contractual obligation to
provide Southeast Morris County Municipal Utilities Authority (SMCMUA) with up to a
guaranteed maximum of one million gallons per day (1 mgd) of water upon the expiration of the
period of time in which MCMUA’s guaranteed maximum amount of water delivered to SMCMUA
has been reduced to 500,000 gallons per day (the “reduction period”), including any extensions to

the reduction period, set forth in the Water Supply Agreement by and between the MCMUA and
3



SMCMUA and any amendments to said Water Supply Agreement, provided further that in the event
of the expiration of the reduction period, MCMUA’s transmission to SMCMUA of water exceeding
500,000 gallons per day renders MCMUA with the inability to provide New Jersey-American with
the volume of water supply, or any portion thereof, required by this Agreement (the “SMCMUA
Reduction Period Expiration Force Majeure”). At the time of this Agreement, the reduction period
has been extended to December 31, 2022 pursuant to the Second Amendment to Water Supply
Agreement by and between MCMUA and SMCMUA.

"Initial Term" means the ten-year period commencing on January 6, 2022.

"Point of Delivery" means the location of MCMUA at which water is delivered to New
Jersey-American's water system as set forth in Schedule 1 of this Agreement and at which title to

water provided hereunder shall pass from MCMUA to New Jersey-American.

"System" means the mains, lines, pump stations, meters, works, wells, connections,
reservoirs, structures, equipment, and other real and tangible personal property, and all renewals,
and replacements of any of the foregoing, acquired, constructed, or operated or to be operated,

acquired, or constructed by MCMUA for the purposes of the Authority under the Act.

"Words" importing the singular number include the plural number and vice versa, words
importing individual persons include firms, associations and corporations, and words importing

the masculine gender include every other gender.

ARTICLE II
PROVISION OF WATER SERVICE

1. New Jersey-American agrees to purchase potable water during the term of the

Agreement at rates determined in accordance with Article Ill of this Agreement.

2, New Jersey-American shall take or pay for twenty (20) million gallons of water each

year during the term of this contract regardless of actual use. The daily, monthly and annual









shall be based upon actual use and MCMUA will calculate the total charge to be paid by New Jersey
American in accordance with Article Il (1) of this Agreement. The December billing shall include
any true up calculation that may be required in the event that New Jersey American fails to take its
annual take or pay volume and any such true up calculation shall also be charged in accordance

with Article 11l (1) of this Agreement.

3 Bills not paid within forty-five (45) days of receipt shall be subject to the imposition
of interest at the same rate as provided under the Act for the payment of interest on unpaid service
charges, or as the same may be amended from-time to time. In addition to the right to impose
interest charges or delinquent payments, MCMUA reserves all of the rights and powers with respect
thereto as are set forth in the Act.

6. If New Jersey-American disputes a bill in good faith, New Jersey-American must
on or before the due date thereof (a) pay the undisputed portion of the bill; and (b) notify MCMUA
in writing as to the basis of the dispute. If the dispute is regarding meter accuracy, a meter test will
be performed by any qualified firm acceptable to both Parties. If the meter test proves that the
meter is within applicable and customary accuracy limits no adjustment shall be made to the bill
and New Jersey-American shall bear the cost of the meter test. If the meter test proves that the
meter is not operating within applicable and customary accuracy limits a billing adjustment shall
be made in the next bill and MCMUA will pay for the cost of the meter test and the meter will be
replaced or recalibrated. Should it be determined that the meter inaccuracy resulted in a lower bill
than would have been justified by a correct meter reading then a billing adjustment shall be made
in the next bill. Any billing dispute and consequent adjustment for the benefit of either Party shall
be limited to the month for which, and during which, the dispute is raised and one prior month.
The Parties agree that the Authority meter shall be conclusively presumed to be operating

accurately if running within plus or minus 2% of true accuracy.

T MCMUA will provide, install, and use, as part of the System, a meter or meters
(which meters shall be calibrated at least annually) or other devices, methods, or procedures for
determining the volume of water (either directly, by differentials, or otherwise) delivered to New
Jersey-American. The MCMUA shall, at its cost, test the meter for accuracy annually and shall

provide New Jersey American with reasonable advance written notice of each such test. New Jersey
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terms and provisions of such assignment may not modify the terms and provisions of this

Agreement.

6. If any one or more of the covenants or agreements provided in this Agreement on
the part of MCMUA or New Jersey-American to be performed should be contrary to law, then such
covenant or agreement shall be deemed separable from the remaining covenants and agreements
and shall in no way affect the validity of the other provisions of the Agreement. This Agreement
together with any schedules and exhibits, constitutes the entire understanding between the Parties
with respect to the subject matter hereof, and the Parties will not be bound by any agreements,
understandings or conditions, whether oral or written, with respect to the subject matter hereof other
than those expressly set out in this Agreement. Any changes, modifications or amendments to this

Agreement shall be effective through a writing executed by both Parties.

7. This Agreement may be executed in any number of counterparts all of which shall

be regarded as an original for all purposes and shall constitute and be but one and the same.
8. This Agreement shall be governed by the laws of the State of New Jersey.

9. All notices and demands of any kind ("Notice") which any Party may be required or
may desire to serve upon the other Party in connection with this Agreement must be in writing,
except as otherwise provided herein, and must be served either by personal service, acknowledged
by signature of addressee or authorized agent at the office address; by express mail; a private carrier;
facsimile or email, provided the addressor sends a written confirmation of such notice no later than
three (3) days after such email or facsimile is sent; or by certified mail, return receipt requested,
postage prepaid. Service of any such notice by express mail, federal express, or certified mail will

be deemed complete the second business day after mailing.
Service of any such Notice by personal delivery or by facsimile will be deemed

complete upon the date of acknowledgment by the addressee or the date of facsimile

confirmation, whichever applies. Such Notices will be addressed as follows:
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THIS CONSOLIDATED WATER PURCHASE CONTRACT made and entered
into as of this 25th day of April, 2005, by and between the NEW
JERSEY WATER SUPPLY AUTHORITY, a public body corporate and politic,
with corporate succession, with a mailing address of Post Office
Box 5196, Clinton, New Jersey 08809 (the "Authority"™), and NEW
JERSEY AMERICAN WATER, INC. a corporation existing under the laws
of the State of New Jersey, having its principal office at 989

Lenox Drive, Lawrenceville, New Jersey, 08648 ("Purchaser");

WITNESSETH THAT:

WHEREAS the Authority, on July 1, 1990, commenced
operation of the System (as defined in Section 1 hereof, all
capitalized terms used in the Agreement having, unless the context
otherwise requires, the meanings set forth in said Section) as a
source of surface water supply, derived from the Manasquan River,
for the Authority's supply area; and

WHEREAS prior to the System Operation Date, the Authority
and various Water Purveyors entered into Initial Water Purchase
Contracts which in the aggregate represent 16.097 MGD of
Uninterruptible Service; and

WHEREAS each 1Initial Water Purchase Contract provides
that any Water Purchase Contract for Uninterruptible Service
between the Authority and a Water Purveyor entered into on or after
the System Operation Date shall be a Delayed Water Purchase
Contract or Consolidated Contract containing certain provisions
affecting only Delayed Water Purchases; and

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract

with Purchaser, dated April 10, 1987 (the "Original Water Purchase
3



Contract") for diversions of 5.00 mgd, the Point of Delivery
located I BN BN

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated September 1, 1988 (the "Contract Amendment
No.1l") for increased diversions of 0.40 mgd, the Point of Delivery
located [ (HNEEEEN NN BN DENNENN BN BEEN o - ot
supply of 5.40 mgd.

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated October 1, 1991, (the "Contract Amendment
No.2") for diversions of 0.315 mgd, the Point of Delivery located
B BN BN DN B B co- o total supply of
5.715 mgd, said increased diversion reflecting the transfer of
System supply from another original Authority customer, Aberdeen
Township Municipal Utilities Authority; and

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated October 1, 1992 (the "Contract Amendment
No.3") for diversions of 0.50 mgd, the Point of Delivery located on
B BN B DN BN BN - - total supply of
6.215 mgd, said increased diversion reflecting the transfer of
System supply from another original Authority customer, Borough of
Union Beach; and

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated May 1, 1993 (the "Contract Amendment No.4")
for diversions of 0.090 mgd, the Point of Delivery located on
B BN B DN BN BN - - cotal supply of
6.305 mgd, said increased diversion reflecting the transfer of

System supply from another original Authority customer, the Borough

of Allenhurst; and



WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated June 1, 1994 (the "Contract Amendment No.5")
for diversions of 0.33 mgd, the Point of Delivery located on
BN BN B BN BN B o - cotal supply of
6.635 mgd, said increased diversion reflecting the transfer of
System supply from another original Authority customer, the Borough
of Highlands; and

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated October 1, 1994 (the "Contract Amendment
No.6") for diversions of 0.40 mgd, the Point of Delivery located at
BN BN B BN BN B o - cotal supply of
7.035 mgd, said increased diversion reflecting the transfer of
System supply from another original Authority customer, the
Township of Howell; and

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated December 23, 1996 (the "Contract Amendment
No.7") for diversions of 0.730 mgd, the Point of Delivery located
= & f F B ®N B BEF N
-, for a total supply of 7.765 mgd, said increased diversion
reflecting the transfer of System supply from another original
Authority customer, the Township of Howell; and

WHEREAS, the Authority entered into a Manasguan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated August 26, 1998 (the "Contract Amendment
No.8") for diversions of 0.300 mgd, the Point of Delivery located
-  F F B §N B BR N
- for a total supply of 8.065 mgd, said increased diversion
reflecting the transfer of System supply from another original

Authority customer, Adelphia Water Company; and
5



WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated January 1, 2000 (the "Contract Amendment
No.9") to reflect a change in the Point of Diversion of 0.40 mgd
=8 § N F EXFI R B
-, said supply reflecting the diversions originally supplied by
the Authority to the Township of Howell and transferred to
Purchaser in the 6"  Amended Contract, resulting in total
contractual diversions of 6.635 mgd from _ -, and 1.43
mgd from [ -

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply System Uninterruptible Supply Water Purchase Contract
with Purchaser, dated June 1, 2003 (the "Contract Amendment No.10")
to reflect a change in the amounts of water to be diverted from the

Bl B B D G BN BN B oints of

diversion resulting in total contractual diversions of 4.035 MGD

and 4.030 nep from (G B

respectively and further requiring Purchaser’s transmission of

real-time flow metering information for its _ - - -
- - _ -diversions from Purchaser’s supervisory
control data acquisition system on a daily basis, said changes made
in response to the completion of th_ -
and the installation of real-time flow monitoring equipment at that
facility; and

WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply Delayed Water Purchase Contract with Purchaser, dated
July 1, 2001 (the "lst Delayed Water Purchase Contract") for
diversions of 1.00 mgd, the Point of Delivery located at -
B . e
_ (at Purchaser’s discretion), for a total supply

of 9.065 mgd, and



WHEREAS, the Authority entered into a Manasquan Reservoir
Water Supply Delayed Water Purchase Contract with Purchaser, dated
October 1, 2002 (the "2nd Delayed Water Purchase Contract”) for
diversions of 1.935 mgd, the Point of Delivery located at -

_ (at Purchaser’s discretion), for a total supply

of 11.0 mgd, and

WHEREAS, in light of the numerous aforementioned contract
amendments, 1t is in the parties’ best interest to consolidate all
terms and conditions of these contracts into a single consolidated
contract; and

WHEREAS, by Resolution No. 1584, the Authority authorized
execution of a Contract for supply of 1.5 mgd from the Manasquan
Reservoir Water Supply System to Purchaser (Consolidated Contract);
and

WHEREAS, the water to be supplied to Purchaser pursuant
to this Consolidated Contract is to be delivered to Purchaser for
treatment and distribution to Purchaser’s customers through
Purchaser’s transmission system; and

WHEREAS the Authority and the State have entered into the
State Loan Agreement pursuant to which the State has made State

Loans to the Authority.

NOW, THEREFORE, for and in consideration of the premises
and mutual covenants and agreements herein set forth, the Authority

and Purchaser agree as follows:

Section 1. DEFINITIONS. The following terms as used in
this Contract shall, unless the context clearly establishes
otherwise, have the following meanings:

"Advisory Committee" means the Advisory Committee

established pursuant to Section 3 of this Agreement.
7



"Adjusted Annual Payment" means the Annual Payment for
any Annual Payment Period, as adjusted in accordance with any
revision of the Rate Schedule(s) in effect for such Annual Payment
Period.

"Annual Overdraft Rate" means the Rate for Annual
Overdraft Service of 115 percent as may be amended from time to
time by the System Rules and Regulations.

"Annual Overdraft Service" means the average daily supply
of raw water withdrawals from the System diverted during any
calendar year, to the extent and from time to time available, in
excess of aggregate uninterruptible service, for certain seasonal,
non-emergent, interim, interruptible, non-guaranteed uses.

"Annual Payment" means the aggregate amount projected by
the Authority to be payable to the Authority by the Purchaser
during each Annual Payment Period for Uninterruptible Service
hereunder, derived by multiplying the applicable rates and charges
in the Rate Schedule(s) in effect for the relevant Annual Payment
Period by the number of MG available to Purchaser on an annual
Uninterruptible Service basis (as provided in Section 2.A. (i) of
this Agreement, subject to the provisions of Section 5.B. hereof)
and subject to adjustment to reflect (i) any Delayed Water
Purchaser Surcharges applicable to Purchaser, (ii) any credits to
allocate benefits of any Delayed Water Purchase Surcharges to
Purchaser, and (iii) other charges, credits or adjustments provided
for in the proviso to clause (ii) of paragraph (a) of the
definition of Rate Schedule, in Section b5.F., Section 6.G. or
Section 6.H., hereof, or elsewhere herein.

"Annual Payment Period" means the Fiscal Year, during
which Uninterruptible Service 1s to be provided to the Purchaser
hereunder.

"Annual Requirements" means the aggregate amount required

during each Annual Payment Period to pay all Operation and

8



Maintenance Expenses, Debt Service Cost, Source Water Protection
Fund Requirements, and Special or Reserve Fund Requirements of the
System; provided, however, that the amount to be included for Debt
Service Costs with respect to each Annual Payment Period, or
portion thereof, shall be that accruing in the Bond Year, or
corresponding portion thereof, commencing during the Fiscal Year
within which such Annual Payment Period or portion thereof falls.

"Authority" means the New Jersey Water Supply Authority
established pursuant to the Authority Act.

"Authority Act" means the "New Jersey Water Supply
Authority Act", P.L. 1981, c¢.293, as amended (N.J.S.A. 58:1B-1 et.
seq.) .

"Bonds'" means (1) all bonds or notes issued and
outstanding under the Resolution and (ii) all other bonds, notes
and other evidences of 1indebtedness or obligations issued or
incurred by the Authority to finance or refinance any cost, expense
or liability paid or incurred or to be paid or incurred by the
Authority in connection with the financing, planning, designing,
constructing, acquiring, operating or maintaining of any part of
the System including but not limited to the 2005 Resolution.

"Bond Year" means the period commencing on August 1 of
each calendar year ending on the next following July 31.

“Consolidated Contract” means this agreement wherein
Purchaser’s Uninterruptible Service contracts including Initial
Water Purchase Contracts, any amendments thereto and Delayed Water
Purchase Contracts have been merged into a single agreement.

"Contract" means this Water Purchase Contract.

"Converted Unsold System Capacity Interest Accretion
Bonds" means, as of any date of computation, the aggregate of all
Delayed Water Purchasers' Shares of Converted Unsold System

Capacity Interest Accretion Bonds.



"Coverage Charge" has the meaning given to such term in
Section 713.4 cf the Resolution.

"Current Debt Service Portion" means that portion of the
State Loan Bonds comprised of (i) that principal amount of the
State Loan Bonds the proceeds of which are applied to redeem the
1985 Bonds or to complete the System which bears the same
relationship to the total principal amount of such Bonds as the
number of MGD which on the date of issuance of such Bonds has been
contracted for under Water Purchase Contracts on an Uninterruptible
Service basis bears to thirty (30) MGD, (ii) that principal amount
of the State Loan Bonds the proceeds of which are deposited in the
debt service reserve fund with respect tc the Current Debt Service
Portion of the State Loan Bonds upon the entry into additional
Water Purchase Contracts; and (iiil) the amount of Deferred Debt
Service Portion which is converted into the Current Debt Service
Portion upon entry into additional Water Purchase Contracts; and
interest on the Current Debt Service Portion of the State Loan
Bonds, payment of which is to be deferred and added to principal.

"Daily Overdraft Rate" means the Rate for Daily Overdraft
Service of 120 percent as may from time to time be amended by the
System Rules and Regulations.

"Daily Overdraft Service" means the daily supply of water
withdrawn from the System to the extent and from time to time
available, in excess of uninterruptible service or if an optional
water use schedule has been authorized, diversions established in
an optional water use schedule for certain, seasonal, non-emergent,
interim, interruptible, non-guaranteed uses.

"Daily Period" means the period from midnight to midnight
of any day.

"Debt Service Costs" means the aggregate amounts payable

during any specified period:

10



(a) for (i) interest accruing during such period on the
Bonds, but not including any interest accruing on the State Loan
Bonds which is to be deferred and added to principal, until payment
in respect of such deferred interest is to commence, (ii) that
portion of each required principal payment or mandatory redemption
or sinking fund payment on the Bonds (together, "Principal
Installment") which would accrue during such period if such
Principal Installment were deemed to accrue during such period if
such Principal Installment were deemed to accrue daily in equal
amounts from the next preceding Principal Installment due date (or,
if there shall be no such preceding Principal Installment due date,
from a date one year preceding the due date of such Principal
Installment or from the date of 1issuance of the 1indebtedness
involved, whichever date 1is 1later), with such interest and
Principal Installments to be calculated on the assumption that no
Bonds outstanding at the date of calculation will cease to be
outstanding except by reason of the payment of each Principal
Installment on the due date thereof and (iii) such additional
amount as may be required to provide any debt service coverage
required by the terms of the State Loan Agreement (with excess
funds generated by such coverage requirement to be applied as
provided in the State Loan Agreement, the Resolution and in Section
6.G. hereof) or any other agreement entered into with respect to
other Bonds; and
(b) into any debt service reserve fund established for any
Bonds, other than the State Loan Bonds (the reserve fund for which
is to be funded as described in the State Loan Agreement);
provided, however, that there shall be excluded from any of the
foregoing any amounts which are to be paid (i) from Bond proceeds,
either directly or after deposit thereof in any fund securing
Bonds, (ii) from investment income derived from any fund securing

Bonds, (iii) from proceeds of Delayed Water Purchase Surcharges or
11



other charges 1levied upon Delayed Water Purchasers, or (iv) upon
optional redemption of or acceleration of the maturity of any
Bonds.

"Deferred Debt Service Portion" means that portion of the
State Loan Bonds which is not included within the Current Debt
Service portion of the State Loan Bonds and interest accruing
thereon payment of which is to be deferred and added to principal.

"Delayed Water Purchase Contract" means any Water
Purchase Contract, which provides for Uninterruptible Service
commencing subsequent to the System Operation Date, including any
amendment to any Initial Water Purchase Contract which provides for
an 1increase in the amount of Uninterruptible Service effective
subsequent to the System Operation Date to the extent of the amount
of such increase.

"Delayed Water Purchase Surcharge" means the amounts
calculated in accordance with Section 6.E. and 6.F. hereof, which
amounts represent the Debt Service Costs rate component of payments
to be made under any Delayed Water Purchase Contract or Delayed
Water Purchase Provisions of a Consolidated Contract, for
Uninterruptible Service that exceeds the Debt Service Costs rate
component payable by Initial Water Purchasers by reason of:

(a) Charges imposed to cover Debt Service Costs
attributable to interest accruing during the extra three vyear
deferral period applicable to the Deferred Debt Service Portion of
the State Loan Bonds on that portion of the State Loan Bonds
attributable +to the portion of the originally unsold System
capacity covered by Uninterruptible Service to be provided under
such Delayed Water Purchase Contract or Delayed Water Purchase
Provisions of a Consolidated Contract;

(b) Charges imposed otherwise to assure that other

System Water Purchasers will not be required to contribute by way
12



of Debt Service Costs included in Annual Requirements more than
they would otherwise have been required to bear by reason of the
delay in entry into the Delayed Water Purchase Contract or Delayed
Water Purchase Provisions of a Consclidated Contract, or will be
reimbursed for such excess Costs previously borne by them; and

(c) Any other charges 1imposed to provide equitable
treatment as between System Water Purchasers entering into Water
Purchase Contracts on different dates (including but not limited to
charges, and corresponding credits), designed appropriately to
distribute the benefits of disproportionate contributions to

reserve funds;

Provided however, that in lieu of the imposition upon any one or

more Delayed Water Purchasers of Delayed Water Purchase Surcharges
with respect to any one or more items, such Delayed Water
Purchaser(s) may, at the time of entry 1into such Delayed Water
Purchase Contracts, make a single lump sum payment in respect of
such item(s) in a manner to be agreed upon between the Authority
and such Delayed Water Purchaser(s).

"Delayed Water Purchase" means the Uninterruptible
Service provided to Purchaser pursuant to a Delayed Water Purchase
Contract or the Delayed Water Purchase Provisions of a Consolidated
Water Purchase Contract.

“Delayed Water Purchase Provisions” means provisions of
this Consolidated Contract pertaining to Uninterruptible Service
commencing subsequent to the System Operation Date, including any
amendment to any Initial Water Purchase Contract which provides for
an 1increase 1in the amount of Uninterruptible Service effective
subsequent to the System Operation Date to the extent of the amount
of such increase.

"Delayed Water Purchaser" means any System Water

Purchaser entering into a Delayed Water Purchase Contract or
13



Consolidated Water Purchase Contract containing Delayed Water
Purchase Provisions.

"Department” means the New Jersey Department of
Environmental Protection.

"Division" means the Water Supply Administration and its
predecessor agency, the Division of Water Resources 1in the
Department.

"Fiscal Year" means the twelve-month period commencing on
July 1 of each year and ending at midnight on the following June
30.

"Force Majeure" means acts of God, strikes, lockouts or
other industrial disturbances, orders of the Government of the
United States or the State or any agency or instrumentality of any
civil or military authority, acts of terrorism, insurrections,
riots, epidemics, landslides, lightning, earthquakes, fires,
hurricanes, storms, floods, washouts, droughts, explosions,
breakage or accidents to machinery, pipelines, dams or canals,
partial or entire failure of water supply, arrests, civil
disturbances, acts of any public enemy, and any other causes not
reasonably within the control of the party claiming inability to
comply timely with its obligations.

"GPM" means gallons of water per minute.

"Initial Water Purchase Contract" means a Water Purchase
Contract providing for Uninterruptible Service commencing on the
System Operation Date.

"Initial Water Purchaser" means a Water Purveyor party to
an Initial Water Purchase Contract.

"MG" means million gallons of water.

"MGD" means million gallons of water per day.

"Minimum Dependable or Safe Yield" means that amount of
water which the System 1is capable of supplying continuously

throughout a repetition of the most severe drought of record, after
14



compliance with any minimum passing flow requirements of the
Manasquan River established by the System's water diversion permit
as from time to time in effect. The Minimum Dependable or Safe
Yield initially is 30 MGD, which amount may be increased as the
Authority may determine based wupon appropriate documentation
received from the Authority's Consulting Engineers.

"New Jersey American" means New Jersey American Water,
Inc. a New Jersey corporation.

1985 Bonds" means the $66,200,000 principal amount of
the New Jersey Water Supply Authority Bonds (Manasquan Reservoir
Project), 1985 Series.

"Operation and Maintenance Expenses" for any period means
the amount (as set forth 1in the Fiscal Year Dbudget of the
Authority, as from time to time amended) of all current costs,
obligations and expenses of, or arising in connection with,
operation, maintenance and administration of the System, and minor
additions or improvements thereof or thereto, or of performance of
any Water Purchase Contract, including, but not limited to, all of
the following, to the extent the same are appropriately allocable
to the System and are to be incurred consistently with Prudent
Water Supply Practices all as determined on the cash basis of
accounting and in accordance with generally accepted accounting and
cost allocation principles:

(a) all repairs and ordinary replacements and
reconstruction o©¢f the System; all wages, salaries and other
personnel costs, including costs of pension, retirement, health and
other employee benefit programs; all fuel, utilities, supplies and
equipment; and all supervisory, engineering, accounting, auditing,
legal and financial advisory services;

(b) all taxes and payments in-lieu of taxes;

(c) all claims not covered by the Authority's

insurance;
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(dYy all fees and expenses 1incurred in connection with
any credit facility or the issuance of any Bonds, and fees and
expenses of counsel, fiduciaries and others in connection with any
such credit facility or Bonds to the extent not capitalized
pursuant to the requirements of the Resolution or other documents
pursuant to which Bonds are issued; and

(e) any other current costs, expenses or obligations
required to be paid by the Authority under the provisions of any
agreement or instrument relating to Bonds or by law; provided,
however, that Operation and Maintenance Expenses shall not include
(i) any of the foregoing to the extent they are to be paid from any
Special or Reserve Fund, (ii) any costs, obligations or expenses
for major new construction or (iii) any allowance for depreciation
of the System.

"Optional Water Use Schedule" means the Criteria for
Optional Water Use Schedule set forth in Appendix A hereto. Said
Schedule is based upon a hypothetical assumption that there 1is
available unsold System capacity of 5.0 MGD in excess of the amount
(the "Contracted Uninterruptible Amount”) of water which the
Authority is obligated to provide to its System Water Purchasers
during the year for which a water use plan (a "Plan") is submitted
pursuant to said Schedule. To the extent that such excess capacity
is greater, the permissible maximum and minimum monthly and daily
volumes of water, which may be selected by the Purchaser in any
Plan may be appropriately adjusted. At no time shall the Authority
approve Plans, which in the aggregate would require it to deliver,
on a daily, monthly, annual or other basis, water service in excess
of the Minimum Dependable or Safe Yield of the System.

"Order" means the Administrative Order issued by the
Division on July 30, 1985 which designates Water Supply Critical

Area No. 1, and any subsequent amendments thereto.
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"Point of Delivery" means the location where the System's
delivery equipment interconnects with the New Jersey American's
interconnection system. Specifically, two points of delivery will

be utilized for water purchased under this Contract and will be

referred to as [N B B BN BN BN BN BN
. B

"Projected Annual Requirement" means the aggregate amount
projected by the Authority in its Fiscal Year budget, as from time
to time amended, to be required during each Annual Payment Period
to pay all Annual Requirements.

"Prudent Water Supply Practices" means, as of any
particular time, any practices, methods and acts, engaged in or
approved by a significant portion of the water supply industry
operating in areas having comparable characteristics to those of
the System and the Supply Area, or any of the practices, methods
and acts which, in the exercise of reasonable judgment in the light
of the facts known at the time the decision was made, could have
been expected to accomplish the desired result at a reasonable cost
consistent with good practices, reliability, safety and expedition.
Prudent Water Supply Practices are not intended to be limited to
the optimum practice, method or act, to the exclusion of all
others, but rather are intended to be a spectrum of possible
practices, methods or acts expected to accomplish the desired
results.

"Purchaser" means the New Jersey American Water, Inc.

"Purchaser’s Interconnection System" means all present
buildings, structures, transfer pumps, meters, meter vaults,
telemetry equipment, piping, valves, and other control apparatus
and equipment, to the extent located on properties, or facilities
owned by the Authority, installed by or on behalf of, and owned by,
the Purchaser (i) to connect Purchaser’s system with the System’s

delivery equipment located at the Points of Delivery and to
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withdraw, and measure, control, and monitor the flow and quality of
water the Purchaser withdraws from the System, and (ii) to
transport such water to the receiving pipelines located at the
boundary of the System property.

"Purchaser’s Delayed Water Purchase Share of Converted
Unsold System Capacity Interest Accretion Bonds" means an amount,
the computation of which is set forth in Appendix C hereto, equal
to the product obtained by multiplying the ratio that the MG of
Purchaser’s Delayed Water Purchases in this Consolidated Contract
(in million gallons per day) on an Uninterruptible Service basis
bears to Unsold System Capacity by the principal amount of Unsold
System Capacity Interest Accretion Bonds.

"Quarterly Water Payments" means either (i) the amount
obtained by dividing the amount of the Purchaser's Annual Payment
or Adjusted Annual Payment for any Fiscal Year by four, or (ii)
such other or different required quarterly payments of which the
Authority gives notice to the Purchaser pursuant to Section 5.B.
hereof.

"Rate Schedule" means the "Schedule of Rates, Charges and
Debt Service Assessments for the Sale of Water from the Manasquan
Reservoir Water Supply System" to be promulgated by the Authority
in accordance with applicable laws and regulations, as the same may
from time to time be amended in accordance with provisions of the
System Rules and Regulations with respect to procedures to be
followed in connection with proposed rate changes, which
establishes the rates, charges and debt service assessments (herein
together called the "Rates") by the Authority for Uninterruptible,
Daily Overdraft, Annual Overdraft, Standby and Short-Term Service
for System water in accordance with the following:

(a) Uninterruptible Service. The Rates per MG set forth

in such Rate Schedule for Uninterruptible Service under the Initial
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Water Purchase Contracts and Consolidated Contracts shall be
established for each Fiscal Year on the basis of:

(1) the Projected Annual Requirements for such Fiscal
Year, after deducting therefrom projected net revenues in
connection with the ownership or operation of the System from
sources other than payment for Uninterruptible Service except to
the extent that such other revenues are to be applied to
obligations not included in such Projected Annual Requirements such
as payments, credits or rebates to System Water Purchasers (1) to
effect the adjustments for the purposes of which Delayed Water
Purchase Surcharges may be levied, and (2) to compensate for any
amounts charged to System Water Purchasers in Prior Fiscal Years by
reason of default in payment of any obligation under any Water
Purchase Contract which obligation is subsequently collected by the
Authority or (3) to distribute proceeds of surplus water sold as

provided in Section 5.I hereof.

(ii) divided by the number of MGD of System water which
are required by the terms of all Water Supply Contracts for
Uninterruptible Service during the Fiscal Year involved multiplied

by 365, provided, however, that the Authority may exclude for any

period, for purposes of computation hereunder, the Uninterruptible
Service called for under any Water Purchase Contract or
Consolidated Contract if an Event of Default has occurred
thereunder, without affecting the Authority's rights to enforce the
provisions of such Contract against the Water Purveyor party
thereto, but any payment received from such Water Purveyor for such
Uninterruptible Service with respect to such period shall be
rebated or credited to the non-defaulting System Water Purchasers;
provided, however, that Rates so established for any Annual Payment
Period may be changed prospectively as provided in Section 5.G.

hereof;

19



(b) Daily Overdraft Service. The Rates set forth in such

Rate Schedule for Daily Overdraft Service established for each
Fiscal Year shall apply to Purchaser’s diversions in excess of its
contractual Uninterruptible Service or the diversions set forth in
the Optional Water Use Schedule for each day during any calendar
month; Daily Overdraft Service shall be the product of the
diversions 1in excess of Uninterruptible Service or the Optional
Water Use Schedule as the case may be during any Daily Period, the
Operations and Maintenance Expense rate component, the Debt Service
Costs rate component for Initial Water Purchase Contracts, the
Source Water Protection Fund rate component and one hundred and
twenty percent (120%) as may from time to time be amended by the
System rules and regulations. Payment received in any Fiscal Year
with respect to Daily Overdraft Service during such Year shall not
be included in actual or projected revenues for such Year for
purposes of determining the Rates applicable to such year but shall
be included in revenues for the Fiscal Year succeeding that in
which payment is received for purposes of determination of the

Rates for Uninterruptible Service in such succeeding Fiscal Year;

(c) Annual Overdraft Service. The Rates set forth in such

Rate Schedule for Annual Overdraft Service established for each
Fiscal Year shall apply each day a Purchaser’s average daily
diversion exceeds its daily wuninterruptible supply during any
calendar year; the Annual Overdraft Service Rate shall be equal to
the product of: the number of days in such calendar year, the
Annual Overdraft Rate, the Operations and Maintenance Expense rate
component, the Debt Service Costs rate component for TInitial Water
Purchase Contracts, and the Source Water Protection Fund rate
component. Payments received in any Fiscal Year pursuant to clause
(ii) above shall be applied in the manner described in the second

sentence of Paragraph (b) above;
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(d) Short-Term Service. The Rates set forth in such Rate

Schedule for Short-Term Service established for each Fiscal Year
shall be an amount per MG equal to the sum of the amounts per MG
charged for such Fiscal Year as the Debt Service Costs rate
component for Initial Water Purchase Contracts, the Operation and
Maintenance Expense rate component, and the Source Water Protection
Fund rate component. The Purchaser’s Rate for Short-Term Service
will be prorated from the rates for Initial and Delayed Purchase
Water based on the volume of water contracted for Uninterruptible
Service under each. Payments received in any Fiscal Year pursuant
to clause (ii) above shall be applied in the manner described in

the second sentence of Paragraph (b) above;

(e) Standby Service. The Rates set forth in such Rate

Schedule for Standby Service shall be established for each Fiscal
Year on the basis of (i) a standby charge for each month during
Standby Service is available equal to the capacity, in MGD, of the
Purchaser's withdrawal facilities to be served by such Standby
Service multiplied by the rate per MG established by the Rates for
such month for Uninterruptible Service plus (ii) a charge for water
actually consumed in any month at the rate per MG established by
the Rates for Short-Term Service at the time of such consumption,
net of the standby charge for such month. Payments received in any
Fiscal Year pursuant to clause (ii) above shall be applied in the

manner described in the second sentence of Paragraph (b) above; and

(f) Point of Delivery. The Operation and Maintenance

Expense component of all Rates is to be based upon the Point of

Delivery being located at [l I BN BN BN
5 B B N B B §N FELCEL

System Water Purchaser taking delivery of System water at a

different Point of Delivery will be assessed an additional charge
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to cover additional operation and maintenance expense associated
with establishment of and making delivery at such Point of

Delivery, including, but not limited to, in the case of any Water

Purchaser establishing a Point of Delivery on _
BN BN N S N DN O B s -
additional charge to cover the Authority’s cost of pumping water to
_ to replace water delivered from _ to such
Purchaser, after appropriate allowance in case of _ -

also being utilized to satisfy the requirements of other System

Water Purchasers.

"Resolution" means the Manasquan Reservoir Water Supply
System Bond Resolution adopted by the Authority on April 16, 1987
as the same may be amended from time to time. “2005 Resolution”
means the New Jersey Water Supply Authority Manasquan Reservoir
Water Supply System Bond Resolution adopted on or about June 6,
2005 as the same may be amended from time to time.

"Short-Term Service" means the supply of System water for
certain interim interruptible, non-guaranteed or short-term uses,
such as growing agricultural or horticultural products, meeting
extraordinary requirements in consumer demand for potable or
industrial water as a result of transfers arising from a
declaration of drought by the Department or Monmouth County Office
of Emergency Management, meeting non-seasonal extraordinary
requirements in consumer demand for potable or industrial water or
emergent maintenance or temporary failure of a critical component
of a System Water User's infrastructure provided on a non-
guaranteed or interruptible basis.

“"Source Water Protection Fund” means a special reserve
fund for acquisitions and watershed planning activities within the
Manasquan Basin, for those properties critical to the long-term

protection of water quality and quantity in the System.
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"Special or Reserve Fund" means any special or reserve
fund (i) established under the Resolution or any other resolution
or agreement pursuant to which any Bonds are issued, other than a
debt service reserve or similar fund, or (ii) established by the
Authority with respect to the System as a renewal or replacement
reserve, pumping reserve, major rehabilitation reserve, self-
insurance reserve, State pooled risk insurance reserve, deneral
reserve or other reserve determined by the Authority to be
necessary or desirable in accordance with Prudent Water Supply

Practices.

"Special or Reserve Fund Requirements" means payments
required or proposed to be made to any Special or Reserve Fund,
appropriately reduced to reflect application to such Requirements
of surplus revenues dgenerated by debt service coverage requirements

pursuant to Section 6.G hereof.

"Standby Service" means the supply of System water, for
certain occasional |uses, such as fire ©protection or other

emergencies, natural or otherwise.
"State" means the State of New Jersey.

"State Loans" means loans made by the State to the

Authority under the State Loan Agreement.

"State Loan Agreement" means the agreement entered into
between the Authority and the State, acting on behalf of the
Department, dated as of April 16, 1987, as the same may be amended

from time to time.

"State Loan Bonds" means all Bonds issued pursuant to the

Resolution and the State Loan Agreement.
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"Supply Area" means, initially, those regions of Monmouth
County identified as Demand Centers 1, 2, 3 and 5 in the Order, as
the same may hereafter be modified, to which there may be added in
the future all or portion of those regions in northern Ocean County

identified as Demand Centers 4 and 7.

"System" means the water supply system constructed by the
Authority in Monmouth County, the major components of which are a
770 acre, four-billion, seven hundred million gallon reservoir
facility in Howell Township, a raw water intake facility and pump
station located adjacent to the Manasquan River off of Hospital
Road in Wall Township, and a five and one-quarter mile transmission
pipeline connecting the reservoir and the intake facility, together
with all component plants, structures and other real or personal
property, and additions and improvements thereto, necessary or

useful and convenient for the accumulation, supply or transmission

of water including but not limited to: reservolr facilities,
settling and sediment storage basins, dam, dikes, intake
structures. The System shall not be deemed to include any System

Water Purchaser's interconnection system or any water treatment

facilities whether or not located on the System property.

"System Operation Date" means July 1, 1990, the date upon
which the Authority commenced operation of the System and began to
make Uninterruptible Service available to the System Water

Purchasers.

"System Rules and Regulations" means those rules and
regulations applicable to water supply service from the System to
be promulgated by the Authority in accordance with applicable laws
and regulations, as from time to time amended, which shall include
provisions with respect to procedures to be followed in connection

with proposed rate changes similar to those currently in effect for

24



other water supply systems of the Authority the current form of
which is attached hereto as Appendix B, which provisions shall also
refer to the State Board of Public Utilities as an additional party
entitled to notice and to participate in such procedures wherever
reference is made 1in Appendix B to the Department of the Public
Advocate, Division of Rate Counsel. The Authority agrees that it
will not reduce the six month period for official notice of
proposed rate adjustments specified in paragraph (a) 1 of Appendix

B.

"System Water Purchaser" means any Water Purveyor which
is party to a Water Purchase Contract with the Authority for the

procurement of Uninterruptible Service.

"Uninterruptible Service" means the supply of System
water which the Purchaser is authorized continuously to withdraw

without interruption for public water supply purposes.

"Unsold System Capacity" means the difference between the
Minimum Dependable or Safe Yield, currently calculated to be thirty
(30) MGD and the total MGD of Uninterruptible Service System Water

Purchase Contracts for all Water Purchasers.

"Water Act" means the "Water Supply Management Act", P.L.
1981, c. 262, as amended (N.J.S.A. 58:1A-1 et. seq.) and the "Water
Supply Management Act Rules" (N.J.A.C. 7:19-1 et. seqg.) promulgated

thereunder.

"Water Purchase Contracts" means the contracts providing

for Uninterruptible Service to one or more System Water Purchasers.

"Water Purveyor" means any person or entity, public or

private, including, but not limited to, a corporation, partnership,
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municipality or county, or a political subdivision thereof, which

owns, operates and maintains a public water system.

"Water Supply Plan Approval" means any approval by the
Division of the purchase of System water by a Water Purveyor
whether in the form of a water supply allocation permit, an interim
approval of a water supply plan submitted by a Water Purveyor as
required by the Order pending issuance by the Division of water

supply allocation permit, or otherwise.
Section 2. WATER SERVICE TO BE PROVIDED.

A. The Authority shall supply and make available for

delivery to the Purchaser:

(1) Uninterruptible Service in the total amount of 12.5

MGD from the following two Points of Delivery: _ - -
I A
B BN 0 BN i B D I .

_ said combined Uninterruptible Service being subject to a

maximum diversion of 7.5 MGD from Purchaser’s interconnection with

B D B B DN B DS Bh O e
_ - _ to safeguard the Minimum Dependable or

Safe Yield of the System. The combined 12.5 MGD is the maximum

amount of water to be withdrawn in any twenty-four (24) hour period
as the total Uninterruptible Service from both Points of Delivery
referenced 1in this Section except as otherwise permissible under
the Optional Water Use Schedule;

(ii) Overdraft Service of that number of MGD necessary to
meet Purchaser's diversionary needs 1in excess of Uninterruptible
Service; and

(iii) Short-Term Service of that number of MGD which

shall be established by separate agreement supplemental hereto
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between the Authority and the Purchaser entered into on an annual
basis, with the number of MGD so established to be the maximum
amount which may be withdrawn in any Daily Period during the year

covered by such supplemental agreement;

all subject to the other terms and conditions of this Contract and,
to the extent not inconsistent, herewith, the System Rules and
Regulations. This volume constitutes Purchaser’s total withdrawal
including Purchaser’s Initial and Delayed Water Purchase Contract
amounts but excludes Purchaser’s withdrawals pursuant to water

contracted by other purveyors under tri-partite agreements.

B. Purchaser shall not, without the consent of the
Authority, withdraw any water under the Short-Term Service
provisions hereunder without first giving notice to the Authority
of its proposed utilization of the Short-Term Service provisions,
and receiving approval thereof from the Authority, in accordance
with the procedures established in the System Rules and

Regulations.

C. Purchaser shall not, without the consent of the
Authority, withdraw water at rates greater, in the aggregate for
all Services provided hereunder, than 9,549 GPM or 12,500,000
gallons in any Daily Period, which amounts shall be appropriately
adjusted to reflect fluctuations in water use permissible under the

Optional Water Use Schedule.

D. When required by the Authority, the Purchaser shall
submit in writing to the Authority a schedule of its’ combined
normal withdrawal of water from the System, presented in terms of
instantaneous withdrawals of water at specified gallons per minute
and MG per Daily Period. If Purchaser elects to utilize the

Optional Water Use Schedule, it shall submit to the Authority the
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water use plan required by Paragraph 3(b) of that Schedule. The
Purchaser agrees to notify the Authority eight (8) hours in advance
of any proposed departure from said schedule or plan for a specific
Daily Period. If an unanticipated emergency, natural or otherwise,
necessitates the withdrawal of more water than contemplated by said
schedule or plan, Purchaser agrees promptly to (i) notify, and to
the extent feasible secure prior approval of the Authority and (ii)
notify the Authority of its proposed time of resumption of normal
consumption. If the Purchaser fails to notify the Authority,
Purchaser agrees to reimburse the Authority for any loss or expense

occasioned thereby.

E. If the Authority determines that rationing of System
water 1s necessary, by reason of drought conditions (the existence
of which shall be determined in compliance with all applicable
provisions of law) or a System emergency, it shall allocate all
available water first to providing Uninterruptible Service under
all Water Purchase Contracts, without any preference or priority
based on date of entry into the Water Purchase Contract or
commencement of service thereunder, at the Authority's election,
either (i) pro rata in accordance with the volume of water
available to each System Water Purchaser under the Uninterruptible
Service provided for in the relevant Water Purchase Contract; or
(ii) pro rata in accordance with the volume of water actually
provided each System Water Purchaser during the last preceding
Annual Payment Period in which rationing of water was not
necessary; or (iii) wupon such other basis as shall be, 1in the
judgment of the Authority, appropriate to distribute equitably
among all System Water Purchasers the burden of such rationing. 1In
the event that rationing is to be imposed by reason of a System
emergency for more than a seven day period, the Authority shall

consult with and give appropriate effect to recommendations of the
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Department. If such rationing 1s instituted, or if in fact the
Authority does not provide the amount of water <called for
hereunder, or advises the Purchaser that it will be unable to do
so, the Purchaser may procure replacement water from other sources
but shall nevertheless at all times be required to pay for all
water available for delivery to the Purchaser from the System on an
Uninterruptible Service basis, except to the extent that Purchaser
is required, in order to obtain replacement water, to contract for
more replacement water than the amount of the curtailment imposed
by the Authority. Purchaser shall notify the Authority of the

terms upon which it arranges for such alternate supply of water.

F. Following a rationing event, and to the extent excess
water is available in +the System, the Authority will make
reasonable efforts to allow the Purchaser the opportunity to
withdraw all or part of the lost contract volume within the fiscal

year that the event occurred.
Section 3. ADVISORY COMMITTEE.

The Purchaser and the other System Water Purchasers may
establish the Advisory Committee upon such terms as they shall
determine, for the purpose of, among other things, reviewing (1)
the proposed budget of the Authority with respect to the System and
the proposed Rate Schedule for any Fiscal Year, and (ii) any other
matters affecting the System or the Water Purchase Contracts. The
Advisory Committee shall appoint one or more representatives, not
to exceed six (the "Representatives") who shall be the sole
representatives of the Committee in all of its dealings with the
Authority and who shall be selected on a basis such that they shall
represent the varying interests of the Water Purchasers as nearly
as nay be. The Representatives shall communicate to the Authority

any recommendations, which the Advisory Committee shall determine
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appropriate. The Authority will give appropriate consideration to
all recommendations of the Advisory Committee but the Authority
shall not be obligated to comply with any recommendation and the
manner or extent of 1its consideration and evaluation of each
recommendation shall be such as the Authority in its sole
discretion shall determine to be appropriate under all of the
circumstances. The Authority agrees to provide to the Advisory
Committee such information relating to the System as may be
reasonably requested by the Committee, including information with
respect to the allocation of costs as between the supply of
untreated water under Water Purchase Contracts and other services

or activities of the Authority.

Section 4. SYSTEM WATER QUALITY.

A. The water to be supplied by the Authority hereunder
shall be raw, untreated water, which the Authority shall supply to
all System Water Purchasers without distinction as to source or
quality of the water supplied. The Authority does not represent
that such water will have been stored in the System reservoir or

held in the System settling basin for any pericd of time.

B. The Authority agrees to establish and maintain a
system, of such design as the Authority shall, in its sole
discretion, deem appropriate, to monitor the water quality of
ground water and surface water from which System water is derived
and to provide the information derived from such system to the
Purchaser. The Authority and the Purchaser agree that in the event
that, at the request of the Purchaser, they shall jointly conclude
on the basis of such information that there is any trend towards
degradation as a result of contamination in the quality of the

waters monitored by the system which threatens adversely to affect
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the treatment of System water, they, together with other System
Water Purchasers concerned, will jointly request appropriate action
by the Department to require that corrective measures be taken with
respect to such contamination. Nothing in this paragraph B shall
prevent the Purchaser from taking action independently of the
Authority with respect to water quality problems before the

Department or otherwise.
Section 5. PAYMENT FOR WATER SERVICES.

A. General. Purchaser agrees to make all payments for
each of the respective water services available hereunder in the
amounts, at the time and place and in the manner provided herein or
in the Rate Schedule. Such Rates which are set forth in the Rate
Schedule shall be established by the Authority in an amount at
least sufficient so that all payments in the aggregate received by
the Authority in respect of the System will provide for all Annual

Requirements.

B. Uninterruptible Service. For the period of January
1, 2005 through June 30, 2006, Purchaser shall pay the Authority
quarterly for contractual uninterruptible supply reflecting (1)

Purchaser’s Initial Water Purchase Contract purchases, the product

of: 8.065 MGD, 91.25 (said number reflecting the average number of
days 1in each calendar quarter), and a total rate component of
$921.64 per MG (1/1/05 - 6/30/05) or $895.01 per MG (7/1/05 -
6/30/06); (ii) Purchaser’s 1 MGD Delayed Water Purchase Contract

purchase, the product of 1.00 MGD, 91.25 (said number reflecting
the average number of days in each calendar quarter), and a Delayed
Water Purchase Rate component of $1,186.00 per MG (1/1/05 -
6/3C/05) or $1,164.26 per MG (7/1/05 - 6/30/06); (1ii) Purchaser’s

1.935 MGD Delayed Water Purchase Contract purchase, the product of

1.935 mgd, 91.25 (said number reflecting the average number of days
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in each calendar quarter), and a Delayed Water Purchase Rate
component of $1,192.89 per MG (1/1/05 - 6/30/05) or $1,164.26 per
MG (7/1/05 - 6/30/06); and iv) Purchaser’s 1.5 MGD Delayed Water

Purchase Contract purchases, the product of 1.5 MGD, 91.25 (said

number reflecting the average number of days in each calendar
quarter), and a Delayed Water Purchase Rate component of $1,518.86
per MG (1/1/05 - 6/30/05) or $1,164.26 per MG (7/1/05 - 6/30/06).
For the period of July 1, 2005 through June 30, 2031, Purchaser
shall pay the Authority quarterly for its total 12.5 MGD
contractual uninterruptible supply, the product of: 12.5 MGD, the
average number of days in the calendar quarter relative to the
number of days in the calendar year, and the total rate per MG set

forth in the Schedule of Rates (N.J.A.C. 7:11-4.1(d)).

Purchaser agrees to make Quarterly Water Payments for the
Uninterruptible Service referenced herein not later than the 10"
day of January, April, July and October in each year with respect
to the calendar quarter ending on the last day of the immediately

preceding month.

C. Daily Overdraft Service. Purchaser shall pay the
Authority monthly, the Daily Overdraft Rate (see 36 N.J.R. 5617,
Decempber 20, 2004), consisting of one hundred and twenty (120)
percent of the product of the Operations and Maintenance Expense
rate component (N.J.A.C. 7:11-4.3), the Debt Service Costs rate
component (N.J.A.C. 7:11-4.4(b)), the Source Water Protection Fund
rate component (N.J.A.C. 7:11-4.5), and any rate components and
such modifications to the Daily Overdraft Rate adopted by the
Authority, for each day during any calendar month in which
Purchaser’s diversions exceed (i) the diversions set forth in an
authorized optional water use schedule or (ii) in the absence of an

authorized optional water use schedule (a) 7.5 mgd from Purchaser’s
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interconnection with the Authority’s force main adjacent to
Purchaser’s Oak Glen Water Treatment Plant property, and (b) 12.5
mgd 1in total combined diversions from Hospital road or 0Oak Glen.
In the absence of an optional water use schedule, Purchaser shall
pay the Daily Overdraft Rate for diversions in excess of either
(C) (ii) (a) or (C) (ii) (b) above. Purchaser agrees to make monthly
water payments for the Daily Overdraft Service referenced herein
not later than 30 days of receipt of an Authority invoice for said

month.

D. Annual Overdraft Service. Purchaser shall pay the
Authority on February 1st of each year the Annual Overdraft Rate
(see 36 N.J.R. 5617, December 20, 2004) for each day during each
calendar year in which Purchaser’s average daily diversion exceeds
12.5 MGD. The Annual Overdraft Rate shall equal one hundred and
fifteen (115) percent of the product of: the Operations and
Maintenance Expense rate component (N.J.A.C. 7:11-4.3), the Debt
Service Costs rate component (N.J.A.C. 7:11-4.4(b), the Source
Water Protection Fund rate component (N.J.A.C. 7:11-4.5), and any
rate components and such modifications to the Annual Overdraft Rate
adopted by the Authority. Purchaser agrees to make annual water
payments for the Annual Overdraft Service referenced herein not
later than the 10" day of February each year with respect to the

calendar year ending on the last day of the immediately preceding

December.

E. Except as  hereinafter ©provided, payments for
Uninterruptible Service made with respect to all gquarters of the
same Fiscal Year shall be equal whether or not (i) the Purchaser
shall have elected to utilize the Optional Water Use Schedule or
(ii) the Purchaser actually withdraws the full amount of water

available pursuant to the Uninterruptible Service hereunder;
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provided, however, that Purchaser shall not be required to make
payment to the extent that the Authority does not make water
available under such Uninterruptible Service (whether by reason of
rationing as provided in Section 2.F hereof or otherwise) except as
provided in Section 11 (a) hereof. Otherwise, Purchaser's
obligations hereunder shall be absolute and unconditional, and
shall not, except as expressly provided herein, be affected by
fluctuations in consumptive use by Purchaser's customers or by any
failure by the Authority to perform its obligations hereunder or be
subject to any other defense or to any reduction, whether by
offset, counterclaim or otherwise, except for any reductions or
credits provided for herein, in any Rate Schedule or in the System
Rules and Regulations. The Authority shall notify the Purchaser
not later than thirty days prior to the beginning of each Annual
Payment Period of the amount of the Purchaser's Annual Payment for
Uninterruptible Service hereunder and, if the Authority determines
that the Quarterly Water Payments under this Contract and other
Water Purchase Contracts should be made on a basis other than in
equal installments, in order to permit the Authority to meet its
Annual Requirements as they become due, it shall, concurrently with
such notice, provide the Purchaser with a schedule of the amounts

of each of the Quarterly Water Payments to be made by the

Purchaser.

F. Other Service. Payment for water provided to
Purchaser pursuant to either the Short-Term Service or the Standby
Service hereunder, as well as for any other charges payable by
reason of excessive withdrawals or otherwise, shall be made within
thirty (30) days following receipt of the Authority's invoice
therefor and shall be based upon System water actually consumed, or
in the case of Standby Service, the demand charge referred to in

Paragraph (e) of the definition of "Rate Schedule."
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G. Rate Adjustments and Procedures. The Authority
reserves the right from time to time to adopt adjustments to the
Rate Schedule in accordance with applicable laws and regulations,
including the public notice and hearing requirements and other
requirements set forth in the System Rules and Regulations. If as
a result of any such adjustments the Annual Payment for
Uninterruptible Service hereunder is adjusted by the Authority
subsequent to the notice given as provided in Paragraph E above,
the Authority shall notify the Purchaser of the adjustment and of
any revised schedule of Quarterly Water Payments required to

reflect such adjustment.

H. Other Payment Provisions. Payments hereunder shall
be made at the address of the Authority listed in Section 12 below.
All amounts not paid when due shall be subject to a late payment
charge at two (2) percent above the prime rate of the Wachovia
Bank, prevailing on the due date, but not to exceed eighteen (18)

percent per annum, from the date when due until paid.

I. Sale of Excess Water. The Purchaser may notify
the Authority that for a period of not less than 60 days nor more
than one year (the "Surplus Period") specified amounts of water
available to it under the Uninterruptible Service provided for in
this Agreement (the "Surplus Water") will be surplus to the needs
of the Purchaser, which notice shall be given not less than 30 days
nor more than 90 days prior to commencement of the Surplus Period.
Following receipt of such notice, the Authority shall notify each
other System Water Purchaser of the availability for purchase of
the Surplus Water (and any Surplus Water under any other Water
Purchase Contract) on the same basis as provided for Short-Term
Service 1in the Rate Schedule currently in force. To the extent

that the Authority shall receive purchase requests from System
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Water Purchasers for Surplus Water (which are in addition to and
not in substitution for purchases of water on a Short-Term Service
or Standby Service basis under existing Water Purchase Contracts)
it will use 1its best commercially reasonable efforts to provide
such Surplus Water (on a pro rated basis 1f other Surplus Water is
also available) to such System Water Purchasers. The Authority
shall pay over to the Purchaser, or credit against the amounts due
or to become due from the Purchaser, under this Agreement, the
amounts received from the sale of the Surplus Water arising under
this Agreement after first deducting therefrom all costs and
expenses (pro rated as appropriate) incurred by the Authority in
carrying out the provisions of this Paragraph I. Nothing in this
Paragraph I shall prevent the Purchaser from disposing of Surplus

Water in any other manner.
Section 6. CERTAIN COVENANTS.

A, The Authority agrees that 1t will not make any
material addition to the presently planned scope of the System's
facilities for the purpose of increasing the System's raw water
supply capacity or creating facilities other than those provided
herein for raw water supply facilities unless, in the reasonable
judgment of +the Authority at the time such addition or other
facilities are authorized (including reasonable projections of
demand), such addition or other facilities will not increase the
costs to be borne by the Initial Water Purchasers or Purchaser
under this Water Purchase Contract.

B. The Authority shall continuously operate and
maintain the System in an efficient manner in accordance with
Prudent Water Supply Practices. The Authority shall have no
liability in the event that the water, which is actually available

to the System from the Manasquan River, 1s insufficient to permit
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the Authority to comply with its obligations hereunder or is
envifonmentally deficient.

cC. The Authority shall not enter 1into any Water
Purchase Contract which would result in (i) Uninterruptible Service
called for under all Water Purchase Contracts exceeding the then
Minimum Dependable or Safe Yield of the System or (ii) the water
supply called for under all contracts or commitments for System
water exceeding the then maximum output capacity of the System.

D. The Authority agrees that it will borrow the amount
available to it under the State Loan Agreement and apply the
proceeds as provided therein. The Authority agrees that it will
not refinance the State Loan Bonds on any basis which will increase
the amount of the Debt Service Costs per MG required to be borne by
the Initial Water Purchasers in any Fiscal Year during which the
Bonds being refinanced were to have been outstanding.

E. Delayed Water Purchase Contracts and Consolidated
Contracts containing Delayed Water Purchase Provisions shall
contain provisions requiring the payment of Delayed Water Purchase
Surcharges by Water Purveyor parties to such contracts in amounts
and on such terms as shall be determined by the Authority as set
forth herein. The Authority agrees that it will impose Delayed
Water Purchase Surcharges with respect to the matters described in
paragraph (a) of the definition of Delayed Water Purchase Surcharge
and by Section 6.F hereof, unless other methods of affecting the
adjustments involved are adopted by the Authority, but the methods,
periodic amounts and timing of such charges and allocation of
benefits shall be as reasonably determined by the Authority. Such
payments shall be made on the same basis as Quarterly Water
Payments under Section 5.B hereof.

F. Delayed Water Purchase Surcharges shall include the
payment when due of the principal and sinking fund installments of

and interest on Purchaser’s Delayed Water Purchase Share of
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Converted Unsold System Capacity Interest Accretion Bonds. Delayed
Water Purchase Surcharges shall also include, as a component of the
Coverage Charge allocable to the Delayed Water Purchase Provisions
of this Consolidated Contract, an amount equal to 20 percent of the
principal and sinking fund installments of and interest on the
Purchaser’s Delayed Water Purchase Share of Converted Unsold System
Capacity Interest Accretion Bonds as set forth in Appendix C. The
Authority shall, in computing the Applicable Debt Service Schedule
pursuant to Section 719 of the Resolution for the Delayed Water
Purchaser party to the Delayed Water Purchase Provisions of this
Consolidated Contract, provide for the amortization of the
Purchaser’s Delayed Water Purchase Share of Converted Unsold System
Capacity Interest Accretion Bonds.

G. The Authority agrees that it will apply to the
prepayment of State Loan Bonds surplus revenues generated by debt
service coverage requirements imposed pursuant to the State Loan
Agreement and the Resolution, to the extent they exceed the amounts
required to be deposited in the debt service fund for the State
Loan Bonds or in any Special or Reserve Fund, with the benefits
from the resulting reduction in Debt Service Costs to be allocated
among System Water Purchasers 1in proportion to their respective
contributions to the surplus revenues which were so applied to
prepayment of State Loan Bonds, either by way of appropriate
Delayed Water Purchase Surcharges and related credits, or any other
appropriate method.

H. The Authority agrees that, if the State shall
determine to require a debt service reserve fund for State Loan
Bonds in addition to the 50 percent of maximum annual debt service
which 1is to be funded from water charges levied to provide debt
service coverage as described in the State Loan Agreement, the
Authority will permit any System Water Purchaser to provide the

additional debt service reserve fund deposit allocable to such
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System Water Purchaser's Water Supply Contract (in cash, or in the
form of a letter of credit or insurance contract meeting the
requirements of the Resolution and acceptable to the Trustee under
the Resolution), in which event the Authority will impose
appropriate charges and effect related credits, so as to restrict
the imposition of additional Debt Service Costs arising from any
State Loan made to fund such additional reserve requirements, and
limit the Dbenefit of investment income from the debt service
reserve fund, to those System Water Purchasers not providing such
funding for the portion of such requirements attributable to their

Water Purchase Contracts.

Section 7. DELIVERY AND WITHDRAWAL OF WATER.

A, Purchaser has entered into other Water Purchase
Contracts with other Water Purveyors. This Contract shall not be
affected by any failure of Purchaser to continue such agreements.
The failure of Purchaser to accept such water shall not affect its
obligation to make payment for such water otherwise available for
delivery by the Authority. The Authority shall have no
responsibility with respect to any failure of Purchaser and any
other party to enter into any such agreement or with respect to any
agreement entered into by Purchaser, or for the performance by
Purchaser or any other party (including the action or inaction of
any other party's employees, agents, officers, directors or
controlling persons) under any such agreement. The provisions of
this Section 7 shall be applicable to all water received by the
Purchaser at the Point of Delivery, whether for its own account or
for the account of such other Water Purveyors. Purchaser's
obligation to make payment hereunder shall not be affected by any
failure by Purchaser and any other party to enter into any such
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agreement or with respect to any contract entered into by
Purchaser, or for the performance by Purchaser or any other party
(including the action or inaction of any other party's employees,
agents, officers, directors or controlling persons) under any such

agreement.

B. Water shall be withdrawn from the System at
Purchaser's sole cost and expense. Title to all water supplied
from the System shall be in the Authority up to the Point of
Delivery, at which point title shall pass to the Purchaser (or in
the case of water received by Purchaser for the account of other
Water Purveyors, such other Water Purveyors) upon withdrawal of
such water. The Authority and the Purchaser each agree to hold the
other harmless from all 1liability, 1loss or damage arising from
improper water flows or other events relating to water while title

is in the other party hereto.

C. The Authority grants to the Purchaser an easement
for the term of this contract permitting access for Purchaser’s
personnel and equipment upon, over and under System property as may
be necessary to install and construct at the Point of Delivery and
on adjoining System property at or near the Point of Delivery, and
to replace, repair, operate and maintain Purchaser’s
Interconnection System, all at Purchaser’s sole cost and expense.

D. The Purchaser shall make no material alterations in
Purchaser’s Interconnection System without the prior written
approval of the Authority, which shall not be unreasonably
withheld.

E. The Authority or its designated representative shall
have the right at any time to examine Purchaser's Interconnection
System and modifications thereto. The Purchaser shall, at its sole

cost and expense, within ten (10) days (or such longer period as
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may be required by law or as the parties may agree) after receipt
of written demand from the Authority, make such modifications or
repairs to Purchaser's Interconnection System as, in the opinion of
the Authority, may be required to eliminate leakage of water from,
or potential damage to the System. On Purchaser's failure to do
so, the Authority may make such modifications and repairs and the
Purchaser agrees to reimburse the Authority promptly after demand
for the Authority's cost and expense in so doing.

F. The Purchaser shall purchase or construct, install,
operate, maintain and repair, as a part of Purchaser's
Interconnection System, at its sole cost and expense and 1in a
manner which the Authority determines to be in accordance with
Prudent Water Supply Practices, automated flow meters at the
point (s) of diversion that electronically transmit daily
diversionary flow information to the Authority, of the type and at
location(s) approved by the Authority. The Purchaser shall have
salid flow meters tested for accuracy at 1its own sole cost and
expense before installation, by a testing firm approved by the
Authority, and shall furnish a certified report of such test to the
Authority. The Purchaser shall have such tests repeated and
furnish a report of said tests to the Authority (i) at least once
each vyear (ii) following meter repairs and (iii) at such other
reasonable time as the Authority may reasoconably request at
Purchaser's sole cost and expense, except that, in the event that
any test required pursuant to clause (iii) above establishes that
the meter does not vary more than two percent from actual, such
test shall be at the sole cost and expense of the Authority.

G. The Purchaser shall keep a daily record of flow
rates and cumulative daily water withdrawal totals and shall submit
to the Authority, not later than the tenth (10m) business day of
each such month, copies of such records for the preceding month.

The Authority or its designated representative shall have the right
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at any time to examine the flow meter or other measuring device and
the above mentioned records, as well as to order tests pursuant to
clause (i1ii) or paragraph F above, or repairs or replacements
thereof.

H. In the event of meter malfunction involving
variances greater than two percent from actual, the Authority may
estimate the amounts of water actually withdrawn and base charges
upon such estimates rather than meter readings, without prejudice
to the right of the Purchaser to dispute such estimate and to
pursue any legal remedy 1in connection therewith. Such estimates
shall be based on the Purchaser's average daily withdrawals, with
due consideration of the scale of plant operation before and during
the breakdown period, or on such other method consistent with
Prudent Water Supply Practice as the Authority shall determine.

I. The Purchaser agrees to 1indemnify, defend and hold
harmless the Authority from and against all claims, damages or
losses suffered, sustained or required to be paid by the Authority,
arising from any act or omission of the Purchaser, its officers,
agents, representatives or employees, in connection with
Purchaser's Interconnection System, the operation thereof, or any
activities carried out by the Purchaser, its officers, employees,
agents or representatives, on the premises of, or with respect to,
the System, or with respect to any of the services which are the
subject of this Contract.

J. The Authority, to the fullest extent permitted by the

New Jersey Tort Claims Act, shall be responsible and shall at its own
expense, defend itself against any and all suits, claims, losses,
demands or damages of whatsoever kind or nature, arising out of or in
connection with any act or omission of the Authority, its employees,
agents or contractors, in performance of the obligations assumed by

the Authority pursuant to this Agreement. The Authority hereby
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releases the Purchaser from any and all liabilities, claims, losses,
costs, expenses and demands of any kind or nature whatsoever, arising
under the state or federal law, solely out of or in connection with
the Authority's performance of the obligations assumed by the

Authority pursuant to this Agreement.

Section 8. FORCE MAJEURE.

If by reason of Force Majeure either the Authority or
Purchaser shall be rendered unable wholly or in part to satisfy its
obligations under this Contract and shall give notice and full
particulars of such Force Majeure 1in writing to the other such
party hereto within a reasonable time after occurrence of the event
or cause relied on, then the obligation of the party giving such
notice, to the extent affected by such Force Majeure, shall be
suspended during the continuance of the inability then claimed;
provided, however, that the existence of an element of Force
Majeure shall in no event affect the obligation of the Purchaser to
make the Quarterly Water Payments and other payments required under
this Contract (subject to the provisions of Section 5.B hereof),
but nothing in this Section 8 shall require the Purchaser to make
any payment for water which the Authority does not make available
to the Purchaser. Either party so affected shall use its best
efforts to remove or overcome such Force Majeure with all

reasonable dispatch.
Section 9. TERM OF CONTRACT.

A. This Contract shall become effective on January 1,

2005 and terminate on June 30, 2031, unless previously terminated

as provided herein.

43



B. The Authority shall have the right to terminate this

Contract without penalty as provided in Section 11 hereof.

C. In the event of an emergency, natural or otherwise,
and, where ©practicable, after ©public notice and hearing 1in
accordance with the "Administrative Procedure Act,” P.L. 1968,
c.410, as amended (N.J.S.A. 52:14B-1 et. seq.), the Authority
reserves the right temporarily to curtail or suspend the
Purchaser's withdrawal of water from the System, in which event
Purchaser's payment obligation shall be reduced as provided 1in

Secticon 5(E) hereof.

D. Within ninety (90) days after termination of this
Contract or such longer period as may be reasonably required, the
Purchaser agrees to remove from System property any facilities
installed by Purchaser on System property, and to restore said
property to its former condition as nearly as may be and in a
manner satisfactory in the reasonable judgment of the Authority and
to release and reconvey any easement granted pursuant to Section
7.C. hereof. On Purchaser's failure to do so, the Authority may
make such removal and restoration at the sole cost and expense of
the Purchaser, which cost and expense the Purchaser agrees to pay
on demand. If such facilities are not removed within said 90 day
period, the Authority also reserves the option to sell such
facilities to assist in defraying the cost and expense of removal
and restoration. Purchaser may within thirty (30) days after
termination submit a written offer to sell or donate such
facilities to the Authority, which the Authority shall accept or

reject in writing within sixty (60) days.

E. In the event that the Department shall approve an
apportionment of System water to the Purchaser for an additional

period beyond the term of this Agreement, the Authority agrees that
44



if the Purchaser shall give notice to the Authority promptly after
such approval of its desire to extend the term of this Contract to
cover the additional period, not exceeding 25 years, for which such
apportionment has been approved, the Authority will negotiate with
the Purchaser in good faith with a view to agreeing to such an

extension on fair and reasonable terms.

Section 10. INSURANCE.

A. AUTHORITY INSURANCE. The Authority shall exercise
reasonable commercial efforts to purchase and carry fire, casualty,
public liability and other insurance on the System, or otherwise
establish and fund its own self-insurance program or participate in
any State-administered pooled risk or self-insurance program, for
purposes and in amounts which ordinarily would be carried or funded
by a person or entity owning and maintaining similar facilities,
except that the Authority shall not be required to carry liability
insurance except to insure itself against risk of 1loss due to
claims for which it can, in the opinion of the Authority's legal
counsel, be liable under the New Jersey Tort Claims Act, or any
similar law or judicial decision. All premiums for such insurance

shall constitute an Operation and Maintenance Expense of the

System.

B. PURCHASER INSURANCE. The Purchaser shall exercise
reasonable commercial efforts to purchase and carry fire, casualty,
public liability and other insurance on any facilities 1located by
the Purchaser on System property, for purposes and in amounts which
ordinarily would be carried by a person or entity owning, operating
and maintaining such facilities, except that if the Purchaser is a

municipality, or instrumentality thereof, it shall not be required
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to carry liability insurance except to insure itself against risk
of loss due to claims for which it can, in the opinion of the
Purchaser's 1legal counsel, be liable under the New Jersey Tort
Claims Act or any similar law or judicial decision. The Authority
shall be named as an "additional insured”" on all public liability
insurance policies purchased by the Purchaser for facilities

located by the Purchaser on System property.

Section 11. EVENTS OF DEFAULT.

If the Purchaser shall (i) fail to make any payment due
under this Contract for more than 30 days after any such payment is
due or (ii) be unable to perform, or shall default in the
performance of, any of its obligations under this Contract, and
such default is willful or remains uncured more than 60 days after
notice thereof is given by the Authority to Purchaser, then the
Authority may without further notice take any one or more of the

following actions:

(a) discontinue the supply and delivery of water under
this Contract during the period of such default, without altering
the obligation of the Purchaser to make Quarterly Water Payments or

any other payment required by the terms of this Contract;

(b) bring any suit, action or proceeding at law or in
equity necessary or appropriate to enforce any covenant, agreement

or obligation against the Purchaser;

(c) take any other action permitted by law to enforce
its rights under this Contract to recover damages for breach

thereof, or;
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(d) unless all existing defaults shall theretofore have

been cured, terminate this Contract.

Section 12. PAYMENTS AND NOTICE.

Unless otherwise provided herein, any payment, notice,
communication, request, reply or advice herein provided or
permitted to be given, made or accepted by the Authority or
Purchaser to each other shall be given or be served either by
depositing the same in the United States mail postpaid and
registered or certified and addressed to the party to be notified,
with return receipt requested, or by delivering the same to an
officer of such party, or by prepaid telegram when appropriate,
addressed to the party to be notified. Notice deposited in the
mail in the manner hereinabove described shall be conclusively
deemed to be effective, unless otherwise stated herein, from and
after the expiration of three days after it 1s so deposited.
Notice given in any other manner shall be effective only 1if and
when received by the party to be notified. For the purposes of
notice, the addresses of the Authority and Purchaser shall, until

changed as hereinafter provided, be as follows:

If to the Authority, as follows:
New Jersey Water Supply Authority
1851 Route 31
P. O. Box 5196
Clinton, NJ 08809

If to the Purchaser, as follows:
New Jersey American Water, Inc.
989 Lenox Drive

Lawrenceville, New Jersey 08648
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The parties hereto shall have the right from time to time and at
any time to change their respective addresses by at least

fifteen (15) days' written notice to the other parties hereto.

Section 13. SEVERABILITY.

In the event that one or more of the provisions of this
Contract shall for any reason be held to be illegal or invalid by a
court of competent jurisdiction, it is the intention of each of the
parties hereto that such illegality or invalidity shall not affect
any other provision hereof, but this Contract shall be construed and
enforced as if such 1illegal or invalid provision had not been
contained herein unless a court of competent jurisdiction holds that
such provisions are not separable from all other provisions of this
Contract or that their deletion materially alters the substance of

such Contract.
Section 14. BINDING EFFECT.

This Contract, when executed and delivered by the parties
hereto, shall be a wvalid and binding agreement which shall be
governed by and construed in accordance with the laws of the State
of New Jersey. No party hereto may assign its rights or obligations
hereunder without the consent of the other party or parties entitled

to the benefit of such rights or obligations.

SECTION 15. Termination of Existing Contracts.

Except (i) for amounts which may presently be due
pursuant to the terms thereof for water supply during periods
preceding the effective date of this Agreement and (ii) as 1is

specifically set forth in this Section 15, this Contract supercedes
48



the Existing Contracts being specifically the Original Water
Purchase Contract dated Apfil 10, 1987; 1° Amended Contract dated
September 1, 1988; 2" amended Contract dated October 1, 1991; 3%
amended Contract dated October 1, 1992; 4™ Amended Contract dated
May 1, 1993; 5" Amended Contract dated June 1, 1994; 6" Amended
Contract dated October 1, 1994; 7' Amended Contract dated December
23, 1996; 8™ Amended Contract dated August 26, 1998; 9*® Amended
Contract dated January 1, 2000; 1°° Delayed Water Purchase Contract
dated July 1, 2001; the 2nd Delayed Water Purchase Contract dated
October 1, 2002; and the 10*" Amended Contract dated June 1, 2003,

which are deemed by the parties hereto to be terminated.

IN WITNESS, WHEREOF, the Authority and the Purchaser have
caused this Contract to be duly executed in several counterparts,

each of which shall constitute an original, all as of this Jﬁbg

day of =222., , 2005.
7
(Authority Seal) NEW JERSEY WATER ,SUPPLY AUTHORITY
9
/
/
By
ATTEST: Henry S. Patterson, III

Executive Director

=
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(Authorized Authority Notary)

NEW JERSEY AMERICAN WATER COMPANY,

ATTEST:

e Dosead Tk

Auﬁhorlzed OfFiter

=/

‘Refviiewed and Approved as to Form:
Peter C. Harvey

Attorney General, State of New Jersey

ﬂmmh

Helene P. Ch zik
Deputy Attorney General

50

INC.



EST

APPENDIX A

44

ol

i NEW JERSEY WATER SUPPLY AUTHORITY

98

P.O. BOX 5196 . CLINTON, N.J. 08809 - (908) 638-6121 . (908) 638-5241 (FAX)

Criteria For Optional Water Use Schedule

On any given day, total delivery to all customers will not exceed 30 mg - the safe yield of the System.

The uninterruptible contract amount in mgd is the maximum amount (in mg), which is to be withdrawn in
any 24 hour period, except as indicated below under the optional water use schedule.

Optional Water Use Schedule

3.

a)

b)

d)

When the total of all uninterruptible contract amounts is equal to or less than 25 mgd, the Purchaser
shall have the option of using up to 20 percent more of the total amount for any given month
determined by the product of the Purchaser’s uninterruptible contract amount in mgd times the number
of days in that month. No less than 20 percent of the total amount is to be used in any month during
the calendar year. The total use in any 24 hour period, when this option is exercised, shall not exceed
120 percent of the Purchaser’s uninterruptible contract amount. The total amount of water delivered to
each Purchaser exercising this option in any one calendar year period shall not exceed the product of
the uninterruptible contract amount in mgd times the number of days in the calendar year.

Any Purchaser exercising this option shall submit a water use plan to the Authority by December 15
for the next calendar year, indicating the proposed water use in each and every month during the
calendar year. The Purchaser shall review the water use plan to assure compliance with the terms of
the uninterruptible contract so that the total annual amount will not be exceeded for the calendar year.
If for any reason the Purchaser requires a change to the water use plan, the Purchaser shall notify the
Authority, in writing, not later than fifteen days prior to the beginning of the month required to
institute a change in the water use plan.

The Annual Payment payable to the Authority by the Purchaser shall be paid in equal quarterly
payments.

The use of this option by a Purchaser may at times require the release of stored water from the
Manasquan Reservoir, when it would not otherwise be required to satisfy the sustained daily delivery
of the total uninterruptible amounts under contract at the time. All Purchases exercising this option will
be assessed an additional charge to cover the increased operating costs associated with such
extraordinary releases of stored water from the Reservoir.

When the total amount of uninterruptible water supply contracts exceeds 25 mgd, the optional water
use schedule as defined above will not be available, and all Purchases will then be limited to the use of
no more than the uninterruptible contract amount in any 24 hour period.
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NEW JERSEY WATER SUPPLY AUTHORITY
7:11-2.14  PROCEDURES FOR RATE ADJUSTMENTS

(a) Prior to adopting an adjustment in the Schedule of Rates,
Charges and Debt Service Assessments established in this subchapter,
the Authority shall comply with the following rate-making procedures
and schedule:

1. Official notice: Official notice and an explanat1on
outlining the need for the proposed rate adjustment shall be given
to.all contractual water customers; the Department of the Public
Advocate, Division of Rate Counsel; and other interested part1es at
least six months prior to the proposed effective date.

2. Supporting documents and financial records: All
appropriate supporting documents and financial records of the
Authority in support of the proposed adjustment shall either be
supplied to all contractual water customers; the Department of the
Public Advocate, Division of Rate Counsel; and other interested
parties upon request, or shall be made available for review at the
Authority's offices in Clinton, New Jersey at the time official
notice of the proposed rate adjustment is given. This information
shall be deemed to be part of the record of the proceedings for

purposes of preparing the hearing officer s report required under
(a)7 below.

3. Requests for additional information: The contractual
water customers and the Department of the Public Advocate, Division
of Rate Counsel shall be afforded the opportunity to submit written
questions and requests for additional data prior to the time of the
meeting required under (a)4 below. The Authority staff shall
provide written answers to the questions and supply the additional
data requested prior to the meeting.

4, Meeting with contractual customers and the Public
Advocate, Division of Rate Counsel: Within 45 days after sending
official notice to the contractual water customers and the Public
Advocate, Division of Rate Counsel, regarding the proposed rate
adjustment, Authority staff shall meet with representatives from the
contractual water customers and the Public Advocate's office in
order to present and explain the proposal.

{. At that time, contractual water customers and
the Public Advocate, Division of Rate Counsel, will pe invited to
submit written questions which shall be put into the hearing record
and which will be answered by Authority staff at the public hearing,



Page 2 of 3

ii. In order to be answered at the public hearing,
such questions must be received by the Authority no later than 15
days prior to the public hearing. The Authority staff will make
every reasonable effort to answer those questions received later
than 15 days prior t~ the public hearing at the time of the
hearing. A1l questions will be answered as part of the hearing
record at the time of the hearing or as indicated under (a)5vi below.

5. Public hearing: After meeting with the contractual
customers and after giving sufficient opportunity for submission of
written questions on the proposed rate adjustment, a public hearing
shall be held, at which one or more members of the Authority shall
serve as hearing officer(s). Tne public hearing agenda shall
include, but not be limited to:

i. Obening statement by the hearing officer(s);

ii.  Staff answers to the questions raised prior to
the hearing by the contractual water customers and the Public
Advocate, Division of Rate Counsel;

fii. Oral statements, written statements and any
supporting evidence are to be presented and entered into the record
by all interested parties including the contractual water customers,
the Public Advocate, Division of Rate Counsel, intervenors who are
judged by the hearing officer(s) to meet the criteria established in
(a)5iv below, and any other party of interest;

iv. Requests for intervention for purposes of
directing questions to the staff as delineated under (a)5v below;

(1) Any person other than a contractual water
customer who is substantially and specifically affected by the
proposed rate adjustment may move efther in writing prior to the
public hearing or orally during the public hearing to intervene in
the proceedings for purposes of directing questions to the staff, as
delineated under (a)5v below.

(2) Anyone seeking to intervene must identify
themselves as well as the manner in which he/she will be affected.
The hearing officer(s) will then either approve or deny the request.

(3) The Public Advocate, Division of Rate
Counsel, shall be deemed a qualified intervenor for purposes of the
public hearing
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v. Questions by contractual water customers and
qualified intervenors; and

- (1) Agenda item (a)5iii above provides for the
submission of oral statements, written statements and-any supporting
evidence by all interested parties. '

(2) 1In addition, under this agenda item all
contractual water customers and qualified intervenors may question
the staff on any aspect of, the need for, the basis of or any
provision of the proposed rate adjustment. Follow up questions
relative to the answers of the staff may also be directed to the
staff during the public hearing.

vi. Responses from staff.

(1) In the event that a response cannot be
immediately given at the hearing, then a written response shall be
prepared within 10 working days after the public hearing, and a copy
of that written response shall be provided to all contractual water
customers, the Public Advocate, Division of Rate Counsel, and
attendees at the hearing and made a part of the hearing record.

(z) Within 10 working days after receipt of
the answer, contractual water customers, the Public Advocate,
Division of Rate Counsel, and attendees will be permitted to respond
in writing to the answers of the staff for the record. '

6. Hearing record: The hearing record shall remain open
for at least 25 working days after the public hearing in order to
allow additional written comments to be submitted.

7. Hearing Officer's Report: After the hearing record
is closed, a hearing officer's report, which shall be based solely
on the record of the proceedings, and which shall include findings
of fact and specific responses to all issues and questions raised
during the public hearing proceedings, shall be prepared and
submitted to the Authority prior to the Authority taking final
action on the proposal.
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REW JERSEY WATER SUPPLY AUTHORITY
MANASQUAN RESERVOIR. PROJECT
STATE FURDING OF 1985 BONDS

TERM SHEET

Pursuant to a Loan Agreement to be entered into between the State and the
Authority,* the State will make a loan to the Authority, the proceeds of which
will be applied by the Authority to redeem the 1985 Bonds. To evidence this
loan, the Authority will issue to the State its 1987 Bonds in the principal
amount equal to the amount of the loan.

The 1987 Bonds will consist of a portion upon which full debt service will
be payable on a current basis after project completion from proceeds of
existing water service contracts (the "Current Debt Service Portion") and a
portion upon which debt service is to be deferred. and to accrete until
additional water contracts are entered into (the "Deferred Debt Service
Portion"). The Deferred Debt Service Portion will convert, pro rata, into the
Current Debt Service Portion as uninterruptible service commences under
additional water contracts. ,

The 1987 Bonds representing the Current Debt Service Portion will be
secured by and payable solely from a first and priority lien on the net
revenues of the ‘Authority from the Manasquan River Project, on a pari passu
basis. The Bonds representing the Deferred Debt Service Portion will be
secured by a junior and subordinate lien. The State may remarket the Current
Debt Service Portion to the public. ’

CURRENT DEBT SERVICE PORTION

Amount — Initially, the same proportion of the total
Bond issue as the volume of water covered by
existing -water contracts bears to the Minimum
Dependable or Safe Yield of 30 MGD, (not to be
less than 40%). '

Rate — True Interest Cost of State General Obligation
Bonds.
Term — Construction period plus 30 years, or date of

commencement of uninterruptible service under
water user contracts plus 30 years, whichever
is later.

* This term sheet sets forth, in general terms only, certain of the proposed
financial terms of the proposed Loan Agreement between the State and the
Authority, and does not itself constitute a binding agreement.

April 2, 1987
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Payment

Debt Service Reserve Fund

Debt Service Coverage

Interest accruing on and after 8/1/90 s
payable currently beginning 2/1/91 and
semi-annually thereafter

Principal payable annually beginning 8/1/91
Interest from dated date to a date six months
prior to the first interest payment date is
compounded and capitalized.

Debt will be amortized based on approximately
level debt service.

The debt service reserve fund requirement
shall equal maximum annual debt service on the
1987 Bonds of the Current Debt Service
Portion. Based upon an estimated interest
rate of X, the Debt Service Reserve
Requirement would be approximately % of
the principal amount of outstanding 1987 Bonds
of this portion. Fifty percent of the Debt
Service Reserve required in ‘respect of the
1987 Bonds of the Current Debt Service Portion
igssued at the time of the making of the State
loan will be funded on February 1, 1995, or
such later date as the State may determine,
with the proceeds of an additional State loan
evidenced by additional 1987 Bonds of the
Current Debt Service Portion (or a credit
facility substituted therefor), except to the
extent funded by cash (or a credit facility
substituted therefor), provided by the
Authority or any water purchaser. The
remaining 50X will be funded from water
charges levied ¢to provide debt service
coverage (see below).

For water users who enter into contracts prior
to- the 1issuance of the 1987 Bonds, water
charges will include a debt service coverage
charge as follows for each year beginning:

2/1/91 - 105%
2/1/92 - 110%
2/1/93 - 115%
2/1/94 and thereafter - - 120%

Excess revenues arising from such coverage
will be used to meet the debt service reserve
fund requirement. The foregoing schedule is
designed to fund completely this requirement
by 12/31/95 on the assumption that the initial

.amount of the Current Debt Service Portion is

equal to 40X of the total Bonds and that no
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Optional Redemption

DEFERRED DE

Amount

S

increase in this Portion occurs prior to
12/31/95. Once the Debt Service Reserve Fund
has been established in the full amount
required, revenues arising from  excess
coverage will be used to meet a renewal and
replacement fund requirement and thereafter to
retire, purchase, or fund a sinking fund for
the 1987 Bonds. As the Deferred Debt Service
Portion becomes part of the Current Debt
Service Portion, the debt service reserve fund
requirement will be increased to include:
maximum annual debt service on the Bonds so
converted. Fifty percent of this requirement
in respect of the Bonds so converted will be
funded from water charges levied to provide
debt service coverage (see below). To the
extent, if any, that the State shall require
funding of the balance of this requirement, it
will be funded with the proceeds of an
additional State loan (or a credit facility
substituted therefor), except to the extent
funded by cash, letters of credit or insurance
policies provided by the Authority or any
water purchaser. For Bonds converted in 1995
or earlier, the State loan will be made in
1995, or such later date as the State may
determine. For Bonds converted in 1996 or
thereafter, the State loan will be made within
12 months of such a conversion, or such later
date as the State may determine. This
additional State loan will be evidenced by
additional 1987 Bonds of the Current Debt
Service portion.

The 1987 Bonds will be callable at par plus
accrued and accreted interest prior to
remarketing, after which Bonds which are
remarketed will be callable only wupon the
terms (including any premium provisions) to be
gset forth in the Authority's Resolutions with
respect thereto.

Initially, maximum of 60% of the par amount of
the 1987 Bonds. An amount of this Portion
proportionate to the water contracts
subsequently entered into will be added to the
Current Debt Service Portion.
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Rate

Payment

Term

Debt Service Reserve Fund

Debt Service Coverage

True Interest Cost of State General Obligation
Bonds.

Interest from dated date to 8/1/90 is .
compounded and capitalized. For the next
three years, interest will accrue and be added
to principal; however, there will be no
compounding of the interest accrual. After
this point there will be no additional
interest.

No required principal payments until converted
into Current Debt Service Portion.

As the Deferred Debt Service Portion becomes
part of the Current Debt Service Portion, the
debt service reserve fund requirement will be
increased to include maximum annual debt
service on the Bonds so converted. Fifty
percent of this requirement in respect of the
Bonds so converted will be funded from water
charges levied to provide debt service
coverage (see below). To the extent, if any,
that the State shall require funding of the
balance of this requirement, it will be funded
with the proceeds of an additional State loan
(or a credit facility substituted therefor),
except to the extent funded by cash (or a
credit facility substituted therefor),
provided - by the Authority or any water
purchaser. For Bonds converted in 1995 or
earlier, the State loan will be made in 1995,
or such later date as the State may
determine. For Bonds converted in 1996 or
thereafter, the State loan will be made within
12 months of such a conversion, or such later
date as the State may determine. This
additional State loan will be evidenced by
additional 1987 Bonds of the Current Debt
Service portion.

For water users who enter into contracts prior
to 1994 (even if such contracts are entered
into before debt service commences on any
Bonds and hence are not delayed Water Purchase
Contracts), water rates will include a debt
service coverage charge as follows for each
year beginning:

2/1/91 - 105%
2/1/92 -~ 110%
2/1/93 - 115%
2/1/94 and thereafter - 120%



For water users who enter into contracts in
1994 or thereafter, water rates will include a
debt service coverage charge established to
achieve 120X debt service coverage. Revenues

resulting from excess coverage will be applied
as previously described.

Redemption - (Callable at par plus accrued and accreted
interest.

[, PROVISIONS

1. The Authority will retain investment earnings during the constfuction
period and agree to comply with all tax regulations concerning arbitrage and
rebate requirements pertaining to the G.0. Bonds issued by the State to fund
the loan.

2. Investment earnings on the debt gervice reserve fund will remain in the
debt service reserve fund until the debt service reserve fund requirement has
been met after which time earnings will follow the normal flow of funds.

3. Upon completion of the project, any monies remaining in the construction
fund will be allocated on a pro rata basis to retire the Current Debt Service
portion and the Deferred Debt Service portion of the 1987 Bonds.

4, If project cost over-runs occur and additional funds are needed to
complete the project, the State agrees to make completion loans (the
"Completion Loans") to the Authority, which will be evidenced by the
Authority's issuance of an additional series of Current Debt Service Portion
notes and an additional series of Deferred Debt Service Portion notes. The
Completion Loan will be made under the following terms:

¢ The ratio of the new Current Debt Service Portion notes to the new
Deferred Debt Service Portion notes will be the same as the ratio then
existing between the Current Debt Service Portion and the Deferred Debt
Service Portion.

e The Completion Loans will bear interest at a rate equal to the market
interest rate on outstanding State general obligation debt ten business
days prior to the date of the closing of the Completion Loan, as
determined and certified by the State Treasurer.

e¢ The size of the Completion Loan will be 1limited to the difference
between $72,000,000 and the total of the amounts previously advanced by
the State and the amount of additional State loans which will be
required to fund 50X of the debt service reserve fund requirement.
(For this purpose only, the calculation of the debt service reserve
fund requirement will be based upon the assumption that the entire
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Deferred Debt Service Portion, both new and outstanding, remains
deferred until February 1, 1994, However, if an alternative mechanism
for funding the debt service reserve fund has been contractually
committed to, this shall be taken into account in making the
calculation.)

Subject to these limitations, the Completion Loan will in all other ways
be subject to the relevant requirements of this term sheet.

Should the requirement for funds to complete the project exceed the amount
which can be obtained through the Completion Loan, the Authority will seek
alternative financing to complete the project.

5. Dates set forth herein assume commencement of uninterruptible service
under water purchase contracts not later than July 1, 1990. If such service
commencement date is delayed, payment of interest on a current basis will be
deferred until such date, the first principal payment date would be the
August 1 following the first full year of such service, and other dates would
be adjusted accordingly.
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SECOND AMENDMENT TO THE AGREEMENT DATED FEBRUARY 5, 2008 AND
AMENDED ON JANUARY 14, 2015 FOR THE SUPPLY OF WATER BETWEEN THE
TOWNSHIP OF MARLBORO, A MUNICIPAL CORPORATION OF THE STATE OF

NEW JERSEY MAINTAINING ITS ADMINISTRATIVE OFFICES AT 1979
TOWNSHIP DRIVE IN THE TOWNSHIP OF MARLBORO, COUNTY OF
MONMOUTH AND STATE OF NEW JERSEY, AND HAVING A MAILING ADDRESS
OF 1979 TOWNSHIP DRIVE, MARLBORO, NEW JERSEY 07746 (THE “TOWNSHIP”)
AND NEW JERSEY AMERICAN WATER COMPANY, INC., A PUBLIC UTILITY
CORPORATION OF THE STATE OF NEW JERSEY WITH ITS PRINICIPAL OFFICE
OF 1025 LAUREL OAK ROAD, VOORHEES, NEW JERSEY 08043 (THE,
“COMPANY”)

RECITALS

WHEREAS, the TOWNSHIP OF MARLBORO and NEW JERSEY AMERICAN
WATER COMPANY, INC, entered into an agreement for the supply of water dated February
5, 2008, and executed a “First Amendment” to the agreement dated January 14, 2015 (“the
Agreement”); and

WHEREAS, under the Agreement, the Township supplies the Company with a contract
daily minimum of 250,000 gallons of water per day or .25 million gallons per day; and

WHEREAS, the Termination Date of the Agreement pursuant to Section 2 is ten (10)
years following the Water Service Effective Date, which is February 29, 2019; and

WHEREAS, the Company elected not to extend the Agreement beyond the ten (10)
years; and

WHEREAS, pursuant to Section 2, the Agreement has continued on a year-to-year basis
with either party entitled to terminate upon written notice at least three hundred sixty five (365)
days prior; and

WHEREAS, pursuant to Section 2 of the Agreement, the Company has requested
termination of the Agreement effective February 29, 2020, and has further requested that upon
termination the Company continue to purchase water from March 1, 2020 to December 31, 2020
(hereinafter referred to as the “Tail Period”), in accordance with and at the same rates under the
Agreement, the terms of which shall remain in effect during the Tail Period, except that the
contract daily minimum be reduced to 125,000 gallons per day or .125 million gallons per day
until the end of the Tail Period; and

WHEREAS, the Township acknowledges the Company’s request to terminate the
Agreement effective February 29, 2020, and is amenable to the proposed reduction in the
contract daily minimum during the Tail Period; and




WHEREAS, the parties agree to amend the Agreement to set forth the termination date
of the Agreement and to establish the Tail Period and the rates for the Tail Period, pursuant to
the terms contained herein,

NOW, THEREFORE, BE IT RESOLVED that the parties agree as follows:
(1) The recitals set forth above are incorporated herein.
(2) The Agreement shall terminate effective February 29, 2020,

(3) During the Tail Period, the Company shall continue purchasing water from the
Township subject to the terms of the Agreement, the terms of which shall remain in
effect during the Tail Period, except that a contract daily minimum of 125,000 gallons

- per day or .125 million gallons per day shall apply.

(4) Except as amended herein, all other provisions of the Agreement shall remain in full
force and effect until the end of the Tail Period.

IN WITNESS WHEREOF, the parties have caused the foregoing Agreement to be signed
by their proper corporate officers and their proper corporate seals to be affixed the day and year
first above written.

ATTEST: NEW JERSEYAMERICAN WATER
COMPANY, INC.
_ :
QM )@4% BY: %« 7 /aa’/ 0
5.& ﬂl“/‘-/ ’Q %‘3 A"W [As,%;é,TSecretary Thomas @, Vice President - Operations
{
ATTEST: TOWNSHIP OF MARLBORO

d/“\n}" )‘hm_ BY: N\/ \1/\
Township of Marlboro JCla

an L. HO@; Wayor




First Amendment to
DELAWARE AND RARITAN CANAL - SPRUCE RUN/ROUND VALLEY
WATER SUPPLY SYSTEM
"WATER PURCHASE CONTRACT RBS-1B

Between the

NEW JERSEY WATER SUPPLY AUTHORITY
AND THE
NEW JEREY AMERICAN WATER, INC.
(FORMERLY ELIZABETHTOWN WATER COMPANY, INC.)

Increasing Uninterruptible Service Allocation
from 124.1 MGD to 126.6 MGD

Effective January 1, 2008




Thig First Amendment to Delaware and Raritan Canal - Spruce
Run/Round Valley Water Supply System ("System") Water Purchase
Contract dated ; 2007 by and between the New Jersey Water
Supply Authority (the "Authority") a public body corporate and
politic, with corporate succession; with an address of 1851
State Highway 31, Post Office Box 5196, Clinton, New Jersey
08809, and the New Jersey American Water, Inc. {formerly
Elizabethtown Water Company, Inc.} ("the Purchaser'"), a
corporation existing under the laws of the State of New Jersey,
having its principal office at 131 Woodcrest Road, Cherry Hill,
New Jersey 08034.

WITNESSETH THAT

WHEREAS, the Authority has previously entered into a System
Water Purchase Contract, dated as of September 11, 2003 {(the
"Water Purchase Contract") with the Purchaser for
Uninterruptible Service totaling 124.1 MGD; and

WHEREAS, the Purchaser has requested an additional water
supply of 2.5 MGD from the System to satisfy a general increase
in demand for public community water supply purposes for
residents of central New Jersey; and

WHEREAS, the Authority and the Purchaser wish to amend the
Water Purchase Contract to increase the Purchaser's amount of
Uninterruptible Service to 126.6 MGD effective January 1, 2008;
and

WHEREAS, the New Jersey Department of Environmental
Protection has advised that this additional allocation is not in
conflict with the State Water Supply Master Plan requirements;

NOW, THEREFORE, for and in consideration of the promises
and agreements herein set forth, the Authority and the
Purchaser, intending to be legally bound hereby, agree as
follows:



Amendments to Water Purchase Contract

Section 2, Water Services to be Provided paragraphs A.
and B. of the Water Purchase Contract are hereby amended
by striking said paragraphs A. and B. of Section 2 and
substituting the following therefore:

A. "The Authority shall supply and make available for
delivery to the Purchaser, on and after January 1, 2008,
and the Purchaser shall be entitled to utilize, the
following water services, all subject to the other terms
and conditions of thisg Contract and the System Rules and
Regulations:

(i) (a) Uninterruptible Service of 126.6 MGD, which
number of MGD isg the maximum amount of
Uninterruptible Service permitted to be withdrawn by
the Purchaser in any twenty-four (24) hour period,
subject to the provisions of Section 2(B). In
addition to the 126.6 MGD of water covered by this
amended Water Purchase Contract, the Purchaser may
withdraw, without charge, a maximum of 2.510 MGD at
its Raritan-Millstone Plant, said amount
constituting a legislative grant (Special Charter
No. A335, 1881) to the Somerville Water Company,
said company having been subsequently acquired by
the Purchaser;

B. Purchaser shall not withdraw water, in the
aggregate for all Uninterruptible Service provided
hereunder, at rates greater than an average of 126.%
million gallons in any twenty-for (24) hour period;
4,162 million gallons per month, which per minute,
daily and monthly amounts shall be appropriately
adjusted to reflect fluctuations in water use; and an
average of forty-six thousand, two-hundred and nine
(46,209) million gallons in any year from January 1,
2008 through November 30, 2023, The Purchaser shall
immediately notify the Authority of any such
withdrawals in excess of said amount.

Section 4, Payment for Water Services paragraph H
Retroactive Debt Service Payment of the Water Purchase
Contract is hereby amended by striking paragraph H. (i) -
(1ii) of Section 4 and substituting the following
therefore:"




H. The Purchaser agrees to pay to the Authority the
following additional amounts:

(i) An amount equal one million four hundred eighty two
thousand nine hundred sixty seven dollars and ninety three
cents ($1,482,967,93), which sum represents the remaining
retroactive payment of a full proportionate share, net of
credit to self, of the total annual payments of Debt
Service for the 1958, 1969, and 1981 bonds made pavable to
the Authority by other purchasers of water from the System
during the period from July 1, 1983 through December 31,
2003, for that certain 20.1 MGD of water initially
contracted for purchase by the Purchaser commencing on
January 1, 2004, Said remaining payments are to be made on
the first day of each month in 191 equal monthly
installments of $7,764.23 for usage commencing January 1,
2008 and continuing through November 30, 2023; plus an
amount equal to two hundred forty three thousand eight
hundred forty dollars and fifteen cents ($243,840.15),
which sum represents the retroactive payment of a full
proportionate share, net of credit to self, of the total
annual payments of Debt Service for the 1958, 1969, and
1981 bonds made payable to the Authority by other
purchasers of water from the System during the period from
July 1, 1983 through December 31, 2006, for that certain
2.5 MGD of water contracted for purchase by the Purchaser
commencing on January 1, 2008, Said payments are to be
made on the first day of each month in 191 equal monthly
ingtallments of %1,276,.65 for water usage commencing
January 1, 2008 and continuing through November 30, 2023;
and

{(ii) An amount equal to eight hundred seventy thousand
three hundred ninety four dollars and sixty four cents
($870,394.64), which sum represents the retrocactive payment
of a full proportionate share, net of credit to self, of
the total payment of Debt Service for the 1988 Water System
Revenue Bonds made to the Authority by other purchasers of
water from the System during the pericd from July 1, 1989
through June 30, 1958 for that certain 20.1 MGD of water
initially contracted for purchase by the Purchaser
commencing on Januaxy 1, 2004. Said remaining payments are
to be made on the first day of each month in 151 equal
monthly installments of $4,557.04 for usage commencing




January 1, 2008 and continuing through November 30, 2023;
plus an amount equal to one hundred twenty four thousand
thirty seven dollars and thirty one cents ($124,037.31),
which sum represents the retroactive payment of a full
proportionate share, net of credit to self, of the total
payment of Debt Service for the 1988 Water System Revenue
Bonds made to the Authority by other purchasers of water
from the System during the period from July 1, 1989 through
June 30, 1998 for that certain 2.5 MGD of water purchased by
the Purchaser commencing on January 1, 2008. Said payments
are to be made on the first day of each month in 181 equal
monthly installments of $649.41 for usage commencing January
1, 2008 and continuing through November 30, 2023; and

(iii) An amount egual to three hundred sixty seven thousand
seven hundred five deollars and fifty six cents

($367,705.56), which sum represents the remaining
retroactive payment of a full proportionate share, net of
credit to self, of the total annual payments of Debt Service
for the 1998 Water Surplus Revenue Funding Bonds made to the
Buthority by other purchasers of water from the System
during the period of July 1, 1999 through December 31, 2003
for that certain 20.1 MGD of water initially contracted for
purchase hy the Purchaser commencing con January 1, 2004.
Said remaining payments are to be made on the first day of
each month following in 121 equal monthly installments of
$1,925.16 for usage commencing January 1, 2008 and
continuing through November 30, 2023; plus an amount equal
to ninety nine thousand one hundred seventy one dollars and
two cents ($99,171.02), which sum represents the retroactive
payment of a full proportionate share, net of credit to
self, of the total annual payments of Debt Service for the
1998 Water Surplus Revenue Funding Bonds made to the
Authority by other purchasers of water from the System
during the period of July 1, 1999 through December 31, 2007
for that certain 2.5 MGD of water purchased by the Purchaser
commencing on January 1, 2008. Said payments are to be made
on the first day of each month following in 191 equal
monthly installments of $519.22 for usage commencing January
1, 2008 and continuing through November 30, 2023.

In all other respects the Water Purchase Contract dated
September 11, 2003 between the Purchaser and the Authority
shall continue in full force and effect.




IN WITNESS WHEREOF, the Authority and the Purchaser
have caused this First Amendment to the Water Purchase
Contract to be duly executed as of this day of \éﬂéfbﬁ’ .
2Bﬂ7

(Authority Seal)

ATTEST: NEW JERSEY WATER SUPPLY AUTHORITY

%/&U{,&_Z’Qﬁfﬂ By /(ié 7.

Henry S Patterson III
Executive Director

{Purchaser Seal)

ATTEST: NEW JERSEY AMERICAN WATER COMPANY, INC.

/ézfi‘“’_“** By: Aééz?/(4lﬁé7é3:3
éﬂﬁéﬁ%@taxy. //ﬁﬁthorized‘éfficer

Jordan S. iMersky John Bigelow, President
Assistant Seoretery

Reviewed and Approved As to Form Only:

Anne Milgram
Attorney General for New Jersey

By: %’L@L«M \0 (

Helene P. Chulizik
Deputy Attorney“General
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WATER PURCHASE CONTRACT RBES-1B

THIS WATER PURCHASE CONTRACT is made this 1jth day of

September , 2003 by and between the New Jersey Water
Supply Authority (the "Authority"), an instrumentality of the
State of New Jersey created pursuant to the provisions of the
New Jersey Water Supply Authority Act, P.L. 1981, C. 293, as
amended, N.J.S.A. 1B §58:1B-1 et seqg. and Elizabethtown Water
Company (“Elizabethtown”), a corporation existing under the laws
of the State of New Jersey (also referred to herein as “the
Purchaser”).

BACKGROUND

Pursuant to the Authority Act, the Authority was established
for the express purpose of cperating water supply facilities,
including those water supply facilities theretofore operated by the
State. In accordance with the Authority Act, the Authority

operates, inter alia, the System.

In connection with the operation of the System, the Authority,
beoth in its own right and as the successor to the water supply
facilities of the State, is =z party with various System Water
Purchasers, including the Puéchaser, to Existing Contracts pursuant
to which the Authority makes water available for purchase by such
Systen Water Purchasers.

The Avtherity contemplates Irom time To time, undertaking

various improvements to the Svstam and in connectior. tharawith,
expacis to adept a Resolutiorn which will authorize, inter alia, -—he
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issuance of Bonds for the purpose of making funds available tc
finance various projects for the System. Pursuant tec a Bond
Resolution, certain of the revenues received by the Agthority from
System Water Purchasers will be pledged by the Authority to pay the
principal of and interest on Bonds.

The parties hereto are entering into this Contract, which is
one of several Water Purchase Contracts to be entered into by the
Authority with System Water Purchasers, in order (i) to supercede
the Existing Contracts between the Authority and the Purchaser and
(i) to provide for the sa_e to and purchase of water by the

Purchaser consistent with the Purchaser's projected needs.

NOW THEREFORE, in consideration of the mutual covenants and
premises herein contained, the parties hereto, intending to be
legally bound herepy, agres zs Zcllows:

SECTION 1. Definitions.

Unless the context «clesriy establishes otherwise, the
L
following terms, when usez in th:s CZontract or in the Background
hereto, shall have the fcllowing mzarings:
"Annual Budget" mears tihs znnual budgst of the aAuthority
relating to the Systam !wihlzn shall Incliude 211 costs, obligations

and expenses propsrly allicramole -5 whe Evysiem 1 accordance with



K .

SEP-19-2085 16:26 222 P.@3/48

generally accepted accounting principles and cost allocation
principles), as amended or supplemented, adopted or in effect for a
particular Fiscal Year,

"Annual Payment" means the aggregate amount projected by the

Authority to be payable to the Authority by the Purchaser for

Uninterruptible Service during each Annual Payment Period, which

Annual Payment shall be determined by (&) multiplying the
applicable rates and charges for Uninterruptible Service set forth
in the Rate Schedule in effect during the relevant Annual Payment
Period by the number of MG of water contracted for by the Purchaser
for Uninterruptible Service on an annual basis as set forth in this
Contract, subject tec adjustment te reflect any special allocations,
charges, credits‘ or adjustments provided for pursuant to the
provisions of this Contract or any Rate Schedule, which may include
but not be limited to: (i) adiustments based upon the water being
derived from the System witnin the Delaware River Basiﬁ; (1i) debt
éervice allocated specifically to those customers of the Authority

T
who benefit from the debr to which such debt service relates; and

(iiX) for withdrawals within the Raritar Basin, an =va

S

[

ation of
the eqguivalent sustained supply and the applicaticn of an
appropriate production factor, all as contemplated oy and/or sec

1

forth in the Rate Scheduls and (b) adding thsreto any sharjes for

Lo



.B4-48
SEP-13-2g@5 16:26 222 P.o4

access to the System and any other charges imposed on the Purchaser
by this Contract.

"Annual Payment Period” means the calendar year, commencing
January 1, 2004 during which Uninterrzuptible Service is tc be
provided to the Purchaser hereunder.

"Annual Requirements" means the a&aggregate amount required
during each Annual Payment Period to pay, or make provision for,
all (i) Operation and Maintesnance Expenses; (ii) Debt Service; anc
(iii) other requirements of the System required to be paid as is
set forth in the Resolution, or in any Rate Schedule, or in any
documents relating to Qther Indebtedness, including but not limited
to amounts required to meat the rate covenant set forth in Section
713 of the Resolﬁéion: provided, however, that the amount to be
included for Debt Service in each Annual Pazyment Period shall be
that amount accruing in the Bond Year or éond ‘Years, o
corresponding portion therasei, commencing during thé Fiscal Year
within which such Annual Fayment Period or portion thereof falls.

"Authority" ﬁeans “he New Jersey Water Supply Authoritvy

established pursuant to the

fi

1
9

A
3
0
'S
§ 2.
rt
et
T
)
1
.

"Authority Aci” means ~he "Mew Jersey Water Supply Authoricy

Act", P.L. 18981, ¢.293, zz zsmarasd iN.J.5.5. 5&:18B-1 et seq.).
"Authorized Officer" meanz the Thairman, Vice Chairmarn,
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Treasurer, Secretary or Executive Director of the Authority or any
person or persons designated by the Authority to act on behalZ of
the Authority.

"Bonds"” means all bonds, notes or other evidences of
indebtedness issued by the Authority and outstanding under the
Resolution and each Supplemental Rgsolution to finance or refinance
any cost, expense or liability paid or incurred or to be paid or
incurred by the Authority in connection with the financing,
planning, designing, constructing, acquiring, operating or
maintaining of any part of the System.

"Bond Year" means, with respect to any Bonds, the twelve-month
period (and such shorter initial period, if any) established with
respect to the issuance of such Bonds in a Supplemental Resolution,
and with respect to Other iIndebtedness, the twelve-month period

] -

(and such shorter initial psriod, if any) established with respect

I_'
‘g

to the issuance of such Other Indebtadness in the documents

relating to the issuance of 'such Cthar Indebtedness.

T
Ll Nl

Credit Facilicv" means a policy of municipal bond insurance,

a letter of credit, a suretyv bond, a loan agreement, a standby bond

purchase agreement or other Typz of credit agreement, facility,
insurance or guaranty arrargement pursuant T which funds can be

t-e

obtained to pay tne principel or redemption prize of Bonds or Other

(n
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Indebtedness and interest thereon.

“Debt Service" for any period means, as of any date of
calculation, with.respect to. (A) Qutstanding Bonds, an amount equail
to the sum of (i) the interest accruing during such period on such
Bonds, and (ii) that portion of the principal of such Bonds
accruing during such period, all as is set forth in the Resclution
and (B) Other Indebtedness, an amount equal to (i) the interest:
accruing during such period on such Other Indebtedness and (ii)
that portion of the principal accruing on such Other Indebrtedness
during such period, all as is set forth in the documents relating
to the issuance of such Othe# Indebtedness.

"Department” means the New Jersey Department of Environmental
Protection. |

"Division” means the Water Supply Administration in the
Department.

"Event of Default" means & default by the Purchaser of the

h

provisions of this Contrac:t as = result of the occurrence of any of
the events set forth in Ssczion 1C herent.

"Existing Contracts" mears ths existing water use contracts
for the System bestwesn the Auzhority and System Water Purchasers

covering the provisions oI wzter Zrom the Svsvem.

"Fiscal Year" means ths twelve-month pesricd commencing on July
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1 of each year and continuing through the following June 30.
"Force Majeure" means acts of God, strikes, lockcuts or other
industrial disturbances; orders of the Government of the United
States or the State or any agency or instrumentality thereof or oIl
any civil or military authority; acts of terrorism, insurrections,
ricps, epidemics, landslides, lightning, earthquakes, £fires,
hurricanes, storms, floods, washouts, droughts and expldsions;
breakage or accidents to machinery, pipelines, dams or canals,
other than as a result of the negligence of the party claiming
inability to comply with its obligations; partial or entire failure
of water supply, other than as a result of the negligence of the
party claiming inability to comply with its obligations; arrests,

civil disturbances; acts of any public enemy; and any other events

not reasonably withirn the control of &nd not as & result of the

p-e

negligence c¢I the party clziming inabllity to comply with its
obligations.

"GPM" means gallons cf water per minutsa.

"General Funé* means the fund denominatad as such and created
pursuant to the Resolution.

"Liguidity Facility”™ meang an lrrevocabls letter of credit or

- Y - o TR o RPN T we T 4w e AN e - - - 3 s Y
other irrevocabi# Credit Facility lszsuszd by o Financial institution

. - . . W on Y - - TP E 3. : M s
Cr insurance company, which lziiir of credil -r Credit Facility is
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payable on demand in the event the terms under which such letter cf
credit or Credit Facility was issued recquire payment thereunder.

"Major Rehabilitation Fund" means the fund denominated as such
and created pursuant to the Resolution.

"MG" means million gallons of water.

"MGD" means million gallons of water per day.

"Minimum Dependable or Safe Yield"” means that amount of water,
from time to time determined by the Authority in accordance with
applicable laws or regulations and presently estimated to be 225
MGD, which the System is capable of supplying continuously
throughout a repetition of the most severe drought of record.

"Monthly Water Payments" means sither (i) the amount obtained
Ey dividing the am&unt of the Annual Pavment for any Fiscal Year by
twelve or (ii) such other or differsnt recuired menthly payments

for which the Authority gives notice o the Purchaser pursuant

r
G

Secticns 4B, or 4E hereof.
"Operation and Maintenance pyxpenses" Ior any period means the
amount (as set forth in ths Annua. Zudget of the Autherity, as from

time to time amended) of

f1:
{0
[
(
o
]

H
1

costs, obligations and

expenses of, or arising Ii: zennsntlon wiznb,, the (i) op=zration

maintenance and administcretian Ll Tne

PO
o -t eV

or improvemsnts theregI oy "Insrstn, ur ll, nerformante of any

’ w - PR

B A
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Water Purchase Contract, including, but not limited to, the items
set forth herein below and itéms set forth in the Resolution as
Operation and Maintenance Expenses, in each case, to the extent
properly allocable to the System and, as applicable, determined on
the cash basis of accounting and/or in accordance with generally
accepted accounting and cost allocation principles:

(i) all repairs and ordinary replacements and
reconstruction of the System; all wages, salar;es and other
personnel costs, including costs of pension, retirement,
health and other employes bhenefit programs; all fuel,
utilities, supplies’ and eguipment; and all supervisory,
engineering, accounting, =auditing, legal and financial
advisory ser?ices;

(ii) 2ll taxes and payments in lieu of taxes;

(1ii) all costs of insurance for the System,
including any forms of self insurance (or self insurance
reserves) malntained by the Authoritvy, and payment of all
claims not cc;ered by the Authority's insurance:

(iv) all fzes and expenses incurred in' connection
with any Credit Facility, Liguidity Facility, Reserwve Account

redit Facility, the issuance o any Bonds orxr the issuance of

ary Other Indebtsdness, and all fs=eg and eup=nses of counssl,
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fiduciaries and others in connecticn with any sﬁch Crediz
Facilirty, Liguidity Fracility, Reserve Account Crediﬁ Facilivty,
Bonds or Other Indebtedness; provided, however, that none of
the foregoing shall be considered as Operation and Maintenance
Expenses to the extent required to be capitalized under the
Supplemental Resolution authorizing such Bonds or the
documents authorizing such Other Indebtedness or paid out of
the proceeds of such Bonds or Other Indebtedness;

(v) all amounts reguired, pursuant to applicabls
law, to be deposited into the Rebate Fund;

(vi) all amounts reguired to be deposited, in
accordance with the Resolution, into any reserve fund

established for Operatiocn and Maintenance Expenses; and

[oR

(vii) allowznce for gpreciatrion with respect to

equipment and property

-

naving a depreciable life of greater
than three (3) years bu: less than ten (10) vyears; and

(viii) any other gosts, xpense

n

or obligations
required to bé paid by tne Authority under the provisions of
any Water Purchase Contract, contract relaszing to the System,
any agreement or insurumsnt relating uvo the Bonds or Other

indsbtedness or by law;

"Other Indebtedrnzss" means all Lounds, “thear Than rthe Bonds or
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other obligations issued pursuant to the Resolution, notes or other
evidences of indebtedness issued by the Authority, and Outstanding,
including financing agreements and arrangements with the State, to
finance or refinance any cost, expense or liability paid or
incurred or to be paid orxr incurred by the Authority in connection
wi;h the financing, planning, designing, constructing, acgquiring,
operating or maintaining of any part of the System; provided,
however, that Other Indebtedness shall not include obligations for
supplies and services which are to be paid by the Authority out of
current revenues, or obligations under leeses which are not
required to be capitalized under generally accepted accounting
principles.

"Outstanding” means (A) with reference to Bonds, as of any
date, Bonds theretofore or thersupon being authenticated and
delivered under the Resolution or anvy Supplemsntal Resolution
except to the extent that any particularx Bonds are not deemed to be
outstanding pursuant to Ithe - -provisicns of the Resolution and (B)
with respect to 'Opher Indebtedness, such Other Indebrtedness
theretofore or thereupon be:inc asuthenticated and deliversd pursuant
to any documents ralating 7~ ths ilssuance
géxtent that any particulsr Dthar Indebiedress s nor desmad to be

outstanding as snecifically preovided thare

.....
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"Overdraft Service” mesans (i) the supply of water from the
System, to the extent and from time to time available, in excess of
aggregate Uninterruptible Service, for certain, interim,
interruptible, non-guaranteed uses which a System Water Purchaser
is authorized to withdraw pursuant to a Contract or (ii) such other
definition as is set forth in the Rate Schedule.

"Peaking Factor" means (i) the percentage equivalent of that
volume of Overdraft Service available from the System for a givenr
pericd in excess of Uninterruptible Service, which a customer mav
divert without charge or (ii) such other definition as is set forth
in the Rate Schedule.

"Point of Delivery" ox “Point c¢f Diversion” means the location
where the System, inclucding surfeace and ground water supplies,
interconnects with the Purcheser's Interconnection System,

"Production Factor" means the inverse ratic between any
upstream allocation for a consumptive or depletive water diversion
and its equivalent in sustzined supply at the confluence at the
Milistone and Rari%an Riverz &s tollows: Production factor = Safe
yield at the confluence / vigld 2zt the point of diversion (see
N.JA.C. 7:..-2.8).

Prolectsd Annual Pezuirzmsris" means the aggregate amount

e e T T - S e e w T ms - . -
projected oy The Authority irn itz annuzl Budest, as from time o
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time amended, to be required during each Annual Payment Period to
pay all Annual Requirements.

"prudent Water Supply Practices™ means, as of any particular
time, any practices, metheds and acts engaged in or approved bv &
significant portion of the water supply industry operating in areas
.having comparable characteristics to those of the System, or any of
the practices, methods and acts which, in the exercise of
reasonable judgment in the light of the facts known at the time the
decision was made, could have been expected to accomplish the
desired result at a reasonable cost consistent with gcod practices,
reliability, safety and expedition. Prudent Water Supply Practices
are not intended to be limited to the optimum practice, method or
act, to the exclusion of all others, but rather are intended tc be
a spectrum of possible practices, methcds 2r acts expected to
accomplish the desired resulcts.

"Purchaser" means the party to this CJentract, which 1is
purchasing water from the Authority.

i .
"Purchaser's Intarconnection System" mz&Ens the buildings,

structures, piping, valves, meters and otheér s~ontrol apparatus and
equipment, installed or to e imstalled by =r on behalf of, and
owned and/or used by, the Purchaser (i) ©o —onnecs Purchaser's

system with the System at the Point of Delrvery =ng to withdrsw,
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measure, control and monitor the flow and quality of the water that
the Purchaser withdraws from the System, and (ii) to transport such
water tc the Purchaser's system.

"Rates" means the charges from time to time determined and
established by the Authority in accordance with the Rate Schedule.

"Rate Schedule” means the "Schedule of Rates, Charges and Debt
Service Assessments for the Sale of Water from the Deiaware and
Raritan Canal - Spruce Run/Round Valley Reservoirs System"
promulgated from time to time by the Authority and set forth in the
New Jersey Administrative Code, all in accordance with applicable
laws and regulations, as the same may from time to time be amended,
and in accordance with the provisions of the System Rules and
Regulations, which Rate Schedule zsztablishes the rates, charges and
debt service assessments tv the Authorizy for water derived from
the System in accordance with the rfollowing:

(a) Uninterruptible Service. The Rates per MG set forth in

such Rate Schedule for Uninterrupzible Service shall be established
for each Annual Pé;ment Pericd on the besis of:
(1) the Projected Annual Zsguiremsnts for such Fiscal Year;
(i1} multiplied by the mrodustleon factor for the diversion;

the annualized amount of



-
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Authority determines is available for Uninterruptible Service and
for Standby Service or (b) the annualized amount of MGD of water
from the System which is required to be provided by the Aﬁthority
by the terms of all Water Supply Contracts for Uninterruptible
Service and for Standby Service in effect during such Fiscal Year,
in each case, times 365 (366 during a leap year); provided,
however, that the BAuthority may exclude for any period, for
purposes of computation hereunder, the Uninterruptible Service and
Standby Service under any Water Purchase Contract where an Event of
Default has occurred and is continuing.

(b) Overdraft Service. Tha Rate(s) per MG for average daily
diversions in excess of the Pezking Factor during a calendzr month
and year shall be ihe amounts set forth in the Rate Schedule.

(c) Short=-term Service. Th2 Rates for Short-term Service

established for each Annual Payment Period shall be the amounts set
forth in the Rate Schedule.
(d) Standby Service.- The Rates set forth in such Rate

¢

Schedule for Standby Service shall be astablished for each Annual

Payment Period on the basis of (i) & standby charge for each month

during which Standby Service is available, =qual to the capacity,

in MGD, of the Purchassr's withurawsl facilitvties to be served by
such Standby Service plus (il} a charge (against which the standby
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charge for such month shall be credited), for water actually
consumed in any month, at the rate per MG established by the Rarte

Schedule for Uninterruptible Service.

(e) Special User Service. The Rates for Special User Service

established for each Annual Payment Period shall be the amounts set
forth in the Rate Schedule.

"Rebate Fund" means the fund denominated as such and
created pursuant to the Resolution.

"Reserve Account Credit Facility"” means a surety bond,
insurance policy, letter of credit, line of credit or other Credit
Facility satisfying the requirements setr forth in Section 518 of
the Resolution.

"Resolﬁt;on" mezns the resclution adopted by the
Authority authorizing the issuance of Bonds, and all Supplemental
Resoclutions.

"Revenue Fund" means the fund denominated as such and
created pursuant to the Resolution.

i

"Short-term Service™ means (i) tha supply of water from

the System, to the extent {rom time to time available, in excess of

[

. for certain interim,

aggregate Uninterruptibl

il
(€3]
i
ry

intexruptible, non-guaranisz2d or short-Ierm uses, such as growing

agricultural or horticuliural proeucts, mszting gxtrzcrdinary
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requirements in consumer demand for potable or industrial water as
a result of transfers arising from a declaration of drought by ths
Department, meeting non-seasonal extraordinary requirements in
consumer demand for potable or industriel water, or emergent
maintenance or temporary failure of a critical component of a
System Water Purchaser's infrastructure which a System UWater
Purchaser 1s authorized to withdraw pursuant to a Contract or (ii)
such other definition as is set forth in the Rate Schedule.

"Special User Service” means the supply of water from the
Raritan River Basin, which a System Water Purchaser is authorized
to continuously withdraw, without interruption, to be returned by
the Purchaser to the stream channel of the System at & point
reasonably considered by the Authority to be at or in the near
vicinity of the point of withdrawazl, substantizlly undiminished in
quantity and not substantially degraded irn quality, all as is
determined by the Authority.

"Standby Service" means the supplv of water from the

N}
System for certain occasionzl us2s, such a

13

[77]

fire protection or
other emergencies, natural or ctherwisze, which a Svstem Water

Purxchaser i1s authorized zo withdraw pursuant =o & Conzrs

-
P v G

" 1"

m

means the Ztste of New Jergavy.

-
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Supplemsntal Restluticzcn' mzans anv rasolur
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the Authority supplemental to the Resclution in connection with the
issuance of any particular Bonds, which Supplemental Resolution

shall, inter alia, establish the specific terms applicable to such

particular Bonds.

"System" means the water supply system operated by the
Au;hority known as the Delaware and Raritan Canal = Spruce
Run/Round Valley Reservoirs System, and any expansion thereof, the
major components of which presently consist of the Delaware anc
Raritan Canal water supply transmission facility, the Spruce Run
and Round Valley Reservoirs and an interconnecting pumping station
located where the Raritan and Millstone Rivers meet adjacént to the
Delaware and Raritan Canal, zogether with all compecnent plants,
structures and other rezl cr perscnzl property, and additions and

improvements thereto, necessary or useful and convenient for the

v

accumulation, supply or trarsmissior of water including but not
limited to: reserveir facilities, settling and sediment storage
basins, dams, dikes, intake -anc reservoir pipelines, force mains,
pump stations and kntake stzuwclures.

"System Rules ang Rerzulations" means the Rules for the

Use of Water from ths Dslawaers and Rarizun Cenal and Spruce

Run/Round Valley Reserveirz Zysterm, adopted an April 24, 1987 and

vl -y

errective on May 1&, 1927 =zrng mrasszenctl 527 Zoruh oin Swecortion 7:1-

I
HE N
J
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3.1 et. seg. of the New Jersey Administrative Code, and any
amendments from time to time hereafter made thereto.

"system Water Purchaser” means any party to a Warter
Purchase Contract with the Authority.

"Uninterruptible Service" means the supply of water from
the System which a System Water Purchaser is authorized
continuously  to withdraw, without interruption, for potable or
industrial water supply purposes, pursuant to a Contract.

"Water Act" means the "Water Supply Management Act”, P.L.
1881, c. 262, as amended (N.J.S.A. 58:1A-1 et. seg.) and the rules
promulgated thereunder.

"Water Purchase Contracts”" or "Contracts" means the
contracts, and ’all supplements theretc, providing for
Uninterruptible, Short-term, x tandby Service or ‘Special User
Service with respect to water frem the System to one or more Systam
Water Purchasers.

"Water Supply Plan Approval" means any approval by the
Department of the'éurchase of water from the System, whether in the
form of a water supply allocation permit, an interim approval of a

water supply plan submitted zs msy be required by th

iy

NI

)

Departm
for a water supply allozazion permit, Or oTherwise.

Except whers the c¢ontext otharwiss regulires, words

16
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importing the singular number shall include the plural number and
vice versa, and words importing persons shall include firms,
associations, corporations, 'districts, agencies and bodies. Any
capitalized term used herein and not otherwise defined shall have
the meaning set forth in the Resolutilon.

SECTION 2. Water Service To Be Provided

A. The Authority shall supply and make available for
delivery to the Purchaser, on and afrer the date hereof, and the
Purchaser shall be entitled to utilize the following water sérvice,
subject to the other terms and conditions of this Contract and the
System Rules and Regulations:

(i) (a) Uninterrupzible Service in the amount of
124.1 MeD, thch is the average amount of Unihterruptible
Service permitted to bs withdrawn by the Purchaser subject to
the provisions of Section 2(B); In addition to the 124.1 mgd
of water covered by thiz Weter Purchase Contracet, thé
Purchaser may withdraw, 'withcut charge, a maximum of 2.910 mgd
at its Rariéén-Millst::e Plant, said amount constituting a

legislative grant {(8pzzizl Tharver No. A335, 1881) to the

Scmerville Water Company, said Tompany having bean
subsequently acquirec sv the Purchase::
(b) Overzrzft 3ervice o: nhet number of MGD
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necessary to meet Purchaser's diversionary needs in excess of

Uninterruptible Service; and

(ii) Shert Term Service of that number of MGD which
shall be established by one or more separate agreements,
which shall be supplemental hereto and incorporated herein,
between the BAuthority and the Purchaser, entered into for
such term as the Purchaser and the Authority shall agree,
with the number of MGD so established to be the maximum
amount of Short-term Service permitted to be withdrawn by the

Purchaser in any twenty-four (24) hour period . during the

period covered by such separate and supplemental agreements

except as otherwise limited by Section 2B hereof;

B. Purchaser shall not withdraw water, in the aggregate
for all Uninterruptible Service providecd nersunder, ét rates
greater than an average of 124.1 million gel:ons in ;ﬁ; twenty-
four (24) hour period; 3,775 miilion gallons per month, which
per minute, daily and monthly amounts shazl. be appropriately

B
adjusted to reflect fluc:zuations in water use; and an average
of forty-five thousand, twa-hundred and ninsztv-six (45,296)
million galleons ir any year from January 1, 2G04 through

November 30, 2023. Thz 2urchassr shall immediztely notify the

Authority of any such wizhdrawals in exzess 1 said amsuar.
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C. If the Authority determines that rationing the water
derived from the System is necessary by reason of drought
conditions or an emergency, it shall allocate all available water
first to providing Uninterruptible Service under all Water Purchase
Contracts, without any preference or priority, except that the
Authority, in its sole discretion, may exclude Water Purchase
Contracts where an Event of Default has occurred and is continuing,
at the Authority's election, unless the Authority, in accordance
with applicable law or regulation, is otherwise directed or
required to allocate water in a specific manner, (i) pro rata, in
accordance with the volume of water available, to each System Water
Purchaser of Uninterruptible Service provided in all Water Purchase
Contracts then in effect: or (ii} oro rata in accordance with the
volume of water actually provided each Svstem Water Purchaser of
Uninterruptible Service pursuant to Water Purchase Contracts during
the last preceding Annua! Payment Period in which rationing of
water was not necessary; or (iii) upon such other:basis as shall
be, in the judgment of thes Ruthority, appropriate to distribute
fairly among all System Water Purchasers of Uninterfuptible Service
pursuant to Water Purchase Zuntrsstz, the purdsn of such rationing.

In the event that reticning is o be imposed by reason of an
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emergency for more than a seven-day period, the Authority shall
consult with and give appropriate effect to the recommendations, if

any, of the Department.

D. If rationing is instiruted, or if, other than as a result
of an Event of Default, the Authority doces not provide ﬁo the
Purchaser the amount of water constituting Uninterruptible Service
hereunder, or advises the Purchaser that it will be unable to do so
other than as a result of an Event of Default, the Purchaser shall
nevertheless at all times be reguired to pay for all water from the
System constituting Uninterruptible Service available for delivery

to the Purchaser.

E. If in the event of an emergency, tha Purchaser is legally
restricted from purchasing all of <the warTey constituting
Unintérruptible Service hersunder, the Purchaser shall only be
required to pay for such water constituting Uninterruptiple Service
as it is legally péimitted ~¢ purchase {and the Authority is able

to supply) during the pericd of such emzrgsncy.

SECTION 3. System Water Quality.

A. The watar ts bs supplied by thoe 2uthority hzroeundar
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shall be raw, untreated water which the Authority shall supply tc
all System Wéter Purchasers without di;tinction as To source or
quality variations of the water supplied and subject to the hazards
inherent in natural streams. THE  AUTHORITY MARKES NO
REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIED, AS TO THE
QUALITY OF ANY WATER SUPPLIED OR THE CONDITION OF THE SYSTEM,
INCLUDING ANY IMPLIED WARRANTY OF MERCHANTABRILITY OR FITNESS FOR
ANY PARTICULAR PURéOSE. However, the Authority, based upon water
quality data supplied to it by any System Water Purchaser or other
water quality data which may be obtained by the Authoriry, will
take all reasonable measures to determine the source of water
degradation and will exercise all appropriate administrative and
legal rights undé; applicable law to compel the Department to
assure that .the stream water guality is 1in compliance with
applicable stream standards.

B. (1) In the esvent of contaminant discharges, spills
or runoff to the Authority's water supplies which constitute an
emergency and reédire immeciate acrtion to maintain the supply of
water from the System, the Authority will take immediate corrective

acticn either: (i) throuzh recuesting the appropriate agency to

3%

take such action or, (ii, dirscily, by ivs own personnel and/or

outsidsa contractors, To cont

1]

inoand, i1f nexzessary To remove such
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contaminants from the water supply, in the Authority’s sole
discretion. In addition, to the extent it is legally able to do so
and it determines that such action is in the best interests of the
Authority, the Authority will seek to recover all costs and damages
resulting from any such incidents from the parties responsible.
(2) If the Authority and the Purchaser, at the request of
the Purchaser, agree that the gquality of the water derived from the
System is not of sufficient quality to be treated by the Purchaser
for the purpcses for which .such water is to be used or there is any
trend towards degradation of such water as a result of
contamination in the qualitv of water derived from the System, the
Authority and such Purchaser shall dJointly (i) request the
Department to take appropriate action to implement corrective
measures or (ii) take other administrative or operztional msasures.

SECTION 4. Pavment for Water Services

A. General. Purchaser agrees to make all pavments for

water services available hereunder in the amounts, at the times and

‘
i

places and in the manner provided herein subject to the Rate
Schedule and as modified from time to timg, by tne System Rules and
Regulations.

B. Purchaser agrees to pay feller & razte 2GU&l TO one-

hundred percent of the totel rats set forth i zuch Rats Schedule
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for Uninterruptible Service (see Section 2(A) (1) (a)) as illustrated
in the following formula: Uninterruptible Service * # of davs in
the month * rate;

C. Purchaser agrees to pay Seller a Monthiy Overdraft
Rate equal to one-hundred and twenty percent of the total rate set
fo;th in said Rate Schedule for Uninterruptible Service (see
Section 2(A) (i) (a)) for average daily diversiocns for any calendar
month in excess of a Peaking Factor of ten-percent of
Uninterruptible Service as illustrated in the following formula:
actual monthly diversion in excess of 10% of Uninterruptible
Service * 1.20 * rate * days in the month;

D. Purchaser agrees to pay Seller an Annu?l Overdraft
Rate esqgual to one;hundred and fifteen percent of the tétal rate set
forth in said Rate Schedule for Uninterruptible Service (see
Section 2(A) (i) (a)) for average dailv diversion for any calendar
year in excess of Purchaser's Uninterruptible 1Service as
illustrated in the following formula: average daily aiversion in
excess of Uninteriépﬁible Service * 1.15 * rate * days . .in the year.

The annual overdraft period shall coincide with the calendar year;

E. Uninterruptible Ssrvice. Purchaser agrees to make

.

Monthly Water Payments for Urinterruptible W

it

ter Services no later

than thirty (30} days £from the date of sach biliing by the
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Authority to the Purchaser. Except as hereinafter provided,
payments for Uninterruptible Service shall be equal, whether or not
the Purchaser actually withdraws the full amount of water available
to it as Uninterruptible Service; provided, however, that the
Purchaser shall not be reguired to make payment for water that the
Au;hority does not make availlable to the Purchaser except where
such non-provisicn of water is as a result of an Event of Default.
The Authority shall notify the purchaser not later than thirty days
prior to the beginning of each Annual Payment Period of the amount
of the Purchaser’s Annual Payment for Uninterruptible Service and
the amounts of the Monthly Water Payments.

F. Short-term Service. Purchaser =agrees to pay not
later than thirty (30) days from the date of =ach billing by the
Authority to the Purchaser, the charges Zor water actually consumed
as Short-term Service in the immediate nreceding month.

G. Overdraft Payments. The Purchaser agrees to pay

annually, the charges for those diversicns referenced in Sections
.

4(C) and 4(D) above. The monthly over

Q.
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remitted in November of the year in which ths overdraft occurs.
The annual overdraft payment will be razmitiad in Februarv of The
year following the year in which the overdrzic ,o.urred.

, . .
H. rRerroactive Debt Servics Voomarr Tha Purchaser
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agrees to pay to the Authority the following additional amounts:
I. An amount equal to five million, nine hundred and

forty-six thousand, four hundred and thirty-four dollars and

eighty-eight cents ($5,946,434.88), which sum represents the

retroactive payment of a full proportiocnate share of the total

annual payments of Debt Service for the 1958, 1969, and 1981 bonds

made to the Authority by other purchasers of water frém the System
during the periods from July 1, 1983 through June 30, 1988 (1958
bonds), from July 1, 1983 through June 30, 2002 (1969 bonds) and
from July 1, 1983 through December 31, 2003 (1981 bonds), for that
certain 20.1 MGD of water initially contracted for purchése by the
Purchaser commencing on January 1, 2004. Purchaser shall receive a
credit of four miiiion, ninety thousand, seven hundred and eighty-
three dollars and seventy-nine cents ($4,090,783.73), representing
the total retroactive debt paid by Purchaser associated with 20.1
mgd of wunsocld water as & prior system customer since 1983.
Purchaser's‘adjusted retroactive debt pavment for the 1958, 1969,
and 1981 bonds sgéll be one million, eight hundred and fity-five
thousand, six hundred and fifty-one dollars, and nine cents
($1,855,651.09). Said payment is ro be made on the first day of
each month in 238 equal monthly lnstallmznts of seven thousand,

seven hundred and sixty-four dollars, and twenty-three cents

]
AN

-
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($7,764.23) - commencing March 1, 2004 and continuing through
December 1, 2023 and one final payment of seven thousand, seven
hundred and sixty-four dollars, and thirty-five cents (57,764.35)
payable on January 1, 2024; and

ii. An amount equal to three million, four hundred and
twelve thousand, nine hundred énd eighty-two dollars and thirty-one
cents ($3,412,982.31), which sum represents the retroactive payment
of a full proportionate shafe of the total annual Debt Sefvice
payments for the 1988 Water System Revenue Bonds made to the
Authority by other purchasers of water from the System during the
period from July 1, 1989 through June 30, 1998 for that certain
20.1 MGD of water initially contracted £or purchase by the
Purchaser commencigg on January 1, 2004. Purchaser shall receive a
credit of two million, three hundred and twentyv-three thousand,
eight hundred and forty-eight deollars, and ninety-seven cents
($2,323,848.97), representing the total retvrcactive debt paid by
Purchaser associated with 20.1 MGD of unsocld water as a prior
system customer si;ée 1983. Purchaser's adjusted retroactive debt
payment for the 1988 bond issue shall be one million, eighty-nine
thousand, one hundred and thirty-three dollars and thirty-four
cents. ($1,089,133.34). Said payments are T0 be made on the first

day of each month in 238 egual monthly installments of four

X
o
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thousand, five hundred and fifty-seven dollars and four cents
($4,557.04) commencing Marchk 1, 2004 and continuing thfough
December 1, 2023, and one final payment of four thouéand, five
hundred and fifty-seven dollars and seventy-five cents ($4,557.82)
payable on January 1, 2024; and

iii. An amount equal to one million, four hundred and
forty-one thousand, eight hundred and forty-two dollars and eighty-
three cents ($1,441,842.83), which sum represents the retrocactive
payment of a full proportiocnate share of the total annual payments
of Debt Service for the 1998 Water Surplus Revenue Refunding Bonds
made to the Authority by other purchasers of water from the System
during the period from July 1, 199% through December 31, 2003 for
that certain 20.1 MGD of wate&r inicially contracted for purchase by
the Purchasef commencing on January 1, 20024. Purchaser §hall
receive a credit of nins nundred ang eighty-one thousand, seven
hundred and twenty-rine dollars and thirty-sesven cents
($981,729.37), represencting the totel retroactive debt paid by

Purchaser associated with 0.1 MGDT of unscld water as a prior

system customer since 1%33. Purcthaser's adjusted retroactive debt
payment for the 1998 bord fssusz shszll be four hundred and siwtvy
thousand, one hundred ara whirwzen dc’lzrs and fortv-six cencs

($460,113.46). Said paymenis &rs oo oe made on the first day =7
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each month in 238 equsl monthly installments of one thousand, nine
hundred and twenty-five dollars and sixteen cents ($1,925.16)
commencing March 1, 2004 and continuing through December 1, 2023,
and one final payment of one thousand, nine hundred and twenty-
eight dollars and thirty-eight cents ($1,928.38) payable. on January
1,'2024.

J. Production Factor Payments. The Rate Schedule and
System Rules provide that for a depletive diversion at any location
above the confluence of the Millstone and Raritan Riwvers, the Total
Daily Allotment Charge shall be multiplied by the Production
Factor, which is equal to System Safe Yield at the point of
delivery. The Purchaser agrees to a Production Factor of 1.000 for
its diversion and‘éo pey the dollar equivalent to the Authority in
Purchaser’s Monthly Water Payments for Uninterruptible Water

Services.

K. Abscluzz Obligation. Purchaser's obligations

hereunder to pay for wazer in the manner set forth in this Contract

t

shall be absolute and unconditiocnal, and shall not be affected by

any failure by the RAuthcrity to perform its obligations hereunder,

.
Kie

other than a failure by the Ruthority 7o supply water constituting
Uninterruptible Servics in whizh event, as herein provided,

Purcnaserx

[O)]

hall bas unccocndizionally obligated to pay for the watrer
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available for taking), excep: as a result of an Event of Deiéult,
or be subject to any other defense or to any reduction, whether by
offset, counterclaim or otherwise, except for any reductions or
credits provided for herein, in the Rate Schedule or in the System
Rules and Kegulations.

L. Overdue Payments. All payments for service which are

not made by the due date therefore and any other sums required to
be paid by the Purchaser to the Authority pursuant to this Contract
shall bear interest at a per annum rate equal to the prime rate, as
from time to time establishes by Chase Manhattan Bank as its prime
rate (with any changes in such prime rate to be effective on any
date that such rate is changed) plus 2%, such interest to be
calculated from the due dats of any reguired payment until actual
payment thereof.

M. Rate Adjustmenis and Procadures. The Authority

reserves the right Zrom time to time tc adopt adjustments to the
Rate Schedule and to the Svstem Rules and Regulations in accordance

with applicable laws and r

i
fos

gulztion

&)

If as & result of any such
adjustments the payments for service hersunder are adjusted by the
Authority, the J=ucthority shall netify the Purchazser of rhe
adjustments and of any revisss scnadule of Monthiy Water Psymencs

(e

required to reflsczt such aciustmants ard thie same shall, withous
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any further act of the Authority or the Purchaser, constitute an

amendment to this Contract.

SECTION 5. Delivery and Withdrawal of Water.

A. All water shall be withdrawn from the System at the

_Purchaser's sole cost and expense. Title to all water suppliecd

from the System shall be in the Authority to the Point of Delivery,
at which point title shall vest in the Purchaser upon its
withdrawal of such water.

B. The Authority hereby grants to the Purchaser for the
term of this Contract & right which shall permit access to
Purchaser and its designated representatives upon and over the
System as may be nécessary, at Purchasex's sole cost and expense,
to install and construct at the Point of Delivery, and to replace,
repalr, operate anc maintein, Purchaser's Interxconnedtion System.

C. The Purchassr shall not install or ccnstruct nor make
any material alterstions in Purchaser'=s Interconnection System
without the prior'wri:ten approval of the ARuthority. Purchaser
shall submit engineering nians thereiore to the Authority for its

review and approval.
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System from the Point of Diversion to and including the flow meter
or measuring devices (hereafter "flow meters”). The Authorircy
shall comply with all reasconable security protocols developed by
Purchaser in conducting its inspections. The Purchaser shall, at
its sole cost and expense, within ten (10) days (or such longer
period as may be required by law) afrer receipt of written demand
from the Authority, make such modifications or repairs to
Purchaser's Interconnection System from the Point of Diversion to
and including the flow meters as, in the opinion of the Authority,
may be required to eliminate leakage of water from, or potential

ail to make such

i I

damage to the System. If Purchaser should
modifications or repairs, the AButhority may do so and the Purchaser
agrees to reimburse the Authority on demand for the Authority's
cost therefore.

E. The Purchaser shall purchase or construcs, install,

1~

- of Purchaser's

fit

operate, maintain and repziz, as z pa

Fal

Interconnection System, at -its sole cost ancd expense and in &
manner which the Authority determines o bz in accordance with

Prudent Water Supply Practices, automatsd Zlow meters at the

point (s) of diversicn Thars #lectronizzlly transmit  dally
diversionary flow Informat:sn o the S=llsr, 7 the typs and at
location(s) approved by zhe ~uzthorioy. The Surzheser shall have
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such flow meters cested for accuracy at its own sole cost and
expense by a testing firm approved by the Authority (i) at least
once during each Fiscal Year; (ii) following meter repairs; and
(iii) at such other times as the Authority may reasonably request.
Each test shall be evidenced by a certified report, which
Purchaser will cause such testing firm to furnish to the Authority.
F. Monthly meter readings of water shall be taken by the
Purchaser on the last day of each month, or if such last day falls
on Sunday or legal holiday, on the first working day thereafter.
The Purchaser shall keep a daily record of flow rates and
cumulative daily water withdrawal totals and shall submit to the
Authority, not later than the tenth (10th) business dav of each
month, coples of ‘such records for the preceding month. The
Authority or its designated representatives shall have the right at
any ﬁime to examine the flow merers or other meeasuring device, and
any repairs or replacements made to such flow meter or othef
measuring device. Purchaser. shall submit written certifications
with its monthly ﬁéter rezdings.
G. The Purchaser agrees to indemnify, defend and hold
harmless the Authority from and =zgainst &l) claims, damages or
losses suflered, sustained or required to be pald by the Buthority,

arising from any &I or omission of the Purchassr, its officers,

(4]
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agents, representatives or employees, in connection with Purchaser's
Interconnection System, the operation therecf, or any activities
carried ocut by the Purchaser, its cfficers, employees, agents or
representatives, on the premises of, or with respect to, the System,
or with respect to any of the services which are the subject of this
Contract. |

H. The Authority, to the fullest extent permitted by
the New Jersey Tort Claims Act, shall be responsible and shall at
its own expense, defend itself against any and all suits, claims,
losses, demands or damages of whatsoever kind or nature, arising out
of or in connection with any act or omission of the Authority, its
employees, agents or contractors, in performance of the cbligétions
assumed by the Authority pursuant to this Agreement. The Authority
hereby releases the Purchaser from any and all liabilities, claims,
losses, <costs, expenses and demands of any kind or nature
whatsoever, arising under the state or federal law, solely out of or
in connection with the Authority's performance of the obligations
assumed by the Authority pursuant to this Agreement.

I. In the event that any of the flow meters required to
be maintained by the Purchaser shall fail to properly operate, the
Authority may make necessary estimates of or adjustments in
accordance with the System Rules and Regulations, to the amounts of
water withdrawn by the Purchaser and te be charged by the Au;hority
to the Purchaser for any period during which such failure exists and
continues. The Purchaser agrees that at the request of rthe
Authority it will repair or replace such meters, at its sole cost

36
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and expense. If the Purchaser fails to repair or replace the
meters within 60 days following notice from the Authority, the
Authority, may suspend the .withdrawal of water by the Purchaser
until such time as the meter is repaired or replaced; provided,
however, that the Purchaser shall be required to continue to honor
its payment obligations fcor water pursuant te this Contract during
the period of such suspension, as 1if such Suspensién had not

occurred.

SECTION 6. Foxce Majeure.

If by reason of Tforce Majeure either the Authority or
Purchaser shall be rendered unable to satisfy its obligations under
this Contract, in Qhole or in part, and shell give notice and all
of the particulars of such Force Majeure ir writing to the other
such party hereto within & reazsonable time afrer the occurrence of
the event or cause relied on, then the obligation of the parrty
giving such notice, to the =xtent affecied by such Force Majeure,
shall be suspendeﬁ during the ceontinuancs oI such inability;
providecd, however, that the axistence of Force Majeure shall in no

event affect the obligaticrn of the Purchazsry -o maks the Monthly

_ . .

TS Mmoo e [ [ . N oy o v -
val&s JayvmaEnte &Nnd JLNEr DiyTENTS reguilrsas urder this Tontract, bur
. , .

- - - -y - - J— — - - P - :

1T 185s Laan INe amount o wWater required 7o bée supplisd hsroundsr
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is supplied or available for supply, nothing in this Section 6
shall require the Purchaser to make payment fer water other than ir
an amount equal to the greater of (i) the water actually supplied
or (ii) the water available for supply by the Authority. Either

party so affected shall use its best efforts to remove or overcome

such Force Majeure as guickly as is practicable.

SECTION 7. Term of Contract.

A. This Contract shall commence on January 1, 2004 and
shall continue until November 30, 2023 unless previously terminated
as provided herein as a result of an Zvent of Default, or extended
as provided in Section 7B hareof.

B. If the Purchaser desires to continue the withdrawal

of water from the System, conzracted Ior pursuant to this Contract,

ion 74 nheresof, the Purchaser shail

re

beyond the date set forth ir Sec

h

submit to the Authority nectification of intent To renew not less

than 90 days prior to such date.

C. If the Purch

not submitted a notification ol

-
-

3]

nal

A%

g

b

{u

o

intent to renew as providsd in Section 7B hersof, the Auvthorigy

shall notify the Purchassr: of the zxplriazion dats of the Contracet.
ITf, a&aifirsr such neotifizewlonr Dy Tnha LKunheeriny,  the Puorchass:

continues withdrawe. 2I waTwer, Uho Zrarzs fo) sucl withdrawal shell
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be twice the rate per million géllons as is specified in the Rate
Schedule then in effect.

D. Within ninety (90) days after termination of this
Contract, the Purchaser shall remove from the System Purchassr's
Interconnection System and any other facilities installed by
Pu;chaser on the System, shall restore the System to its rormer
condition as nearly as may be practicable and in a manner
satisfactory to the Authority and shall release and re-convey the
rights granted pursuant to Section 5B hereof. If Purchaser shall
fail to remove and restore as aforesaid, the Authority may make
such removal and restoraticn at the sole cost and expense of the
Purchaser, which cost and expense shall be paid by the Purchaser to
the Authority on demand. The Authority furtner reserves the right
to remove and sell Purchaser's Interconnection System and other

facilities to the extent it deems appropriats.

SECTION 8. Insurance -

¢

L |
A, Authority Insurance. The Authority shall use
reasonable commercial effcorts to purchase and carry fire, casualty,
public liability and other insurance on the 3yvsiem, ©r 1o otherwise

establish and Zund its own s2lf-insursnce program 2r parfisinats in

any State-administered pcoled risk ¢y selfi-insurznce pruogram, for

(Y]
o
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purposes and in amounts which ordinarily would be carried or funded
by a person or entity owing and maintazining facilities similar tc

the System.

B. Purchaser Insurance. The Purchaser shall use

reasonable commercial efforts to purchase and carry fire, casualrty,
public liability, and business interruption 1nsurance covering
Purchaser's business operations, unless Purchaser is not legallvy
able to maintain business interruption insurance, ‘and shall
purchase and carry insurance covering Purchaser's obligations
pursuant to Section 5G hereof. All pclicies of insurance shall be
written by insurance companies authorized to do business in the
State and shall provide that no change of co&erage shall be
effected unless aé‘least thizty (30) days' prior notice is given to
the Authority. Certified cepies of &ll replacement policies shall
be delivered To the Authority not lzss then thirty (30) davs prior
to the expiration of any coverage. The "Authoritv" shall be named

as an "Additional Insured" on all public liability insurance

L]
[S]

hzser for Purchaser's

«

policies maintzined by the Pu

Interconnection System and any other facilities of the Purchaser

located on the System, cn a1l businzses intgrruption insurance and
all insurance covering Purzh:zser's oblizationg pursuant to Section
5G hereof. The proceeds 57 tusingzz irterriprion insurance shall

43
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be payable directly to the Authority to the extent of the

Purchaser's obligations to purchase water hereunder.

SECTION 9. Covenants, Representations, and Warrants

A. The Authority shall continuously operate and méintain
the System in an efficient manner in accordance with Prudenﬁ Water
Supply Practices. The Authority shall have no liabilityiin the
event that the water, which is actually available to the System is
insufficient to permit the Authority to comply with its obliéations
hereunder.

B. The Authority shall not enter into any Water Purchase
Contract which would result in (i) Uninterruptiible Service:called
for under all Water Purchase Contracts to exceed the Maximum
Dependable or safe Yield or (ii) the watery supply called fcg under
all contracts or commitments for water of the System to exceed the
maximum output capacity of the System. |

C. The Authority represents and warrants that it has all
licenses and pe:miis presently obtainable from any federalé state
or local governmental authority required in order to enter into

this Contract and ©o provide water ©o Furchas

[

¥ as hergin set

forzh.
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shall exercise reascnable effcrts to
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execute Contracts, similar in form and content to thi; Contract,
with all other users of the Svystem; provided, however, that
notwithstanding the foregoing, the Authority may (i) enter into
Contracts for durations other than the term of this Contract and
{ii) enter into Contracts, containing <terms which may be
inqonsistent with the terms of this Contract,‘if the Authority
determines 1t to be necessary in connection with the operation of
the System so long as such Contracts do not increase the
Purchaser's obligations hereunder £or Debt Service unless the
Purchaser is benefited as a result of the provisions of such
Contract. All Contracts entered into by the Authority shall
contain rates and charges for wzTer as are set forth in the Rate
Schedule then in effect.

E. The Purchaser represents and warrants that it has all
licenses and permits from ary fed=ral, state or local governmental
authority required in order te enter into this Contract, to divert
water from the System in zccordance therewith and to operate the

Purchaser's Interconnecticn Systenm.

E. The Purchaswer covenants to (i) maintain in good
operating order and repalr Ths Fuvshaser's Intzrconnection System;
1il} charge and collect taxmes, foes and othaer charges to ics
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other funds available to the Purchaser, are reasonably estimatéd to
be reguired by the Purchaser to make the payments to the Authority

which are required pursuant to this Contracrt.

SECTION 10. Events of Default.

Any of the following shall conszitute an Event oI
Default:

If the Purchaser shall (i) fail to make any paymen§ due
under this Contract for a period of more than 15 days afte# any
such payment is due or (ii) shall fail or be unable toc perform, or
shall default in the performance of, any cf its obligations under
this Contract, and such failure, inazility or default in
performance is (A) willful or (B} remains uncured for more chén 30
days afrer notice thereof is given by ths Authority o Purchaser;
provided however, that if such fallure, inability or defauit in
performance is incapable of being cured witiin such 30 day period,
the same shall not constitute an Event of Deiault sc long as

Purchaser commences to cures such feilure, inabilicy oy dsfault in

-

performance within such 30 deay pericc and diligerncly! and
continuously procesds T¢ Curg the same.

Jn
Tasmpm e md Fim T e Y e o e e ey e e o - . . . :

If an zZvert o7 D=iaylt nas DeIurrmel, Then Lhe =LoLRority

b

T

may, without furthsr nctlics, take any ons wr murs o7 whe “ollowing

e ¥ o - raaes
-
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actions:

(a) discontinue the supply and delivery of water under
this Contract, including disconnecting Purchaser's
Interconnection System from the System during the period of
such default, without altering the obligation of the Purchaser
to make Monthly Water Payments or any other payment required
by the terms of this Contract;

(b) bring any suit, action or proceeding at law or in
equity necessary or appropriate to enforce any covenant,
agreement or obligation against the Purchaser.

(¢) take any other action permitted by law or equity ta
enforce its rights under this Centract and to recover damages
for breach Qh;reof, or

(d) terminate this contrac:.

SECTION 11. Payments and Notice.

Unless otherwise providec herein, any payment, notice,
communication, regquest, reply or advice herein provided or
permitted to be given, mags cr accepted by the Authority or the
Purchaser to each other =srhall bs given c¢r be served either by
depositing the same ir ths Unized Statss mszil postpaid and
registered cr certified znd sadreszed Lo Tn- oaroy o be notified,

with return receip:t regussted, or by dslivering the same to an

ety
=
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officer of such party, or by prepaid telegram when appropriate,
addressed to the party to be notified. Notice deposited in the
mail in the manner hereinabove described shall be conclusively
deemed to be effective, unless otherwise stated herein, from and
after the expiration of three days after it is so depcesited.
Notice given in any other manner shall be effective only if and
when received by the party to be so notified. For the purposes of
notice, the addresses of the Authority and Purchaser shall, until
changed as hereinafter provided, be as follows:
If to the Authority:

New Jersey Water Supply Authority

1851 State Highway 31

Post Office Box 5196

Clinton, New Jersey 08808

Attention: ZIxecutive Directior

If to the Purchaser:

Elizabethtown Water Company

600 South Avenue

Westiield, NJ 07090
The Authority and Purchaser shall have the right from time to time
and at any time to change their respecrtive zddresses by at least
fifteen (15) days' written nozice to the othsr party hereto given

in the manner hereinabove set forth.

SECTION 12. Severability.
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In the event thaﬁ any one or more of the provisions of
this Contract shall for any reason be held to be illegal or invalid
by a court of competent jurisdiction, it is the intention of each
of the parties hereto that such illegality or invalidity shall not
affect any other provision hereof, but this Contract shall be
construed and enforced as if such illegal or invalid provision had

never been contained herein.

SECTION 13. Incoxporation of Rate Schedule and System

Rules and Requlations.

The Rate Schedule and the System Rules and Regulations
are hereby incorporated herein by reference as fully as if herein
set forth and all of the terms and provisions of such Rate Schedule

and System Rules and Regulations shall be part of this Contract and

shall be binding upeon the Purchaser.

SECTION 14. cCalculations of the Authority.

’

B |
All meter readings to the extent made by the Authority

and all calculetions made by the Authority of amounts due by a
Purchaser pursuant to this Jontractn, wheth2r based upon meter
readings or estimates by the Authority oy meter readings by ths

Purchaser, shall be valid ancd tinding unwn Ths Purchaser absen:t
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manifest error by the Authority.

SECTION 15. Termination of Existing Contract.

Except (i) for amounts which may presently be due
pursuant to the terms thereof and (ii) as is specifically set forth
in'this Section 15, this Contract supercedes the Existing Contracts
being specifically DR-39, RB-1, RB-1B, RB-3, RBS-1, and RBS-1A

which are deemed by the parties hereto to be terminated.

SECTION 16. Binding Effect.

This Contract, when executed and delivered by £he parties
hereto, shall be a valid and binding agreement, which shall be
governed by and construed in accordance withh the laws of the State.
Neither party hereto may assign its rights or obligations hereunder

without the consent of the other party.
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IN WITNESS WHEREOF, the Authority and the Purchaser have

caused this Contract to be duly executed the date and year above

first written.

(Authority Seal)

ATTEST: NEW JERSEY WATER SUPPLY AUTHORITY
A g o WL L.
A S A G TS efiry S. Patterson III
BussESs s s EER Executive Director
o (Purchaser Seal)
ATTEST: ELIZABETHTOWN WATER COMPANY

By: 2 Qggwﬁgéfw//zé

“Thenowe L. Q,‘\e,m\me.c\‘\\
SCCleTh Execabive V zj:,‘P(gf,Ap_n’\ &
Cumeg'fIszm-ff3CDg§mﬂr

Reviewed and Approved As to Form Only:

micHrcr SG
Vied RESTNT

Pater C. Harvey
Attorney General for New Jersey

éggu/"L
. By: i o '£ 1
‘ Hels

ne P. Chuydzik
P Deputy Attornesy| General

-t
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DocuSigned by: DocusSigned by:
Chris Setire Mare Brooks
B87DF12997C3434... 668A14BE703C431...
11/29/2021

DocuSigned by:
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