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Gity of Nashua Gomes to Agreement with Pennichuck Corporation
Nashua to own water supply

Nashua, NH....Mayor Donnalee Lozeau announced today that the city has signed a definitive
merger agreement to acquire all the outstanding shares of Pennichuck Corporation (Nasdaq:
PNNW) for a price of $29.00 per share, or approximately $ 1 3 8 million in cash. Under the
proposed acquisition, the city will acquire control of all of the company assets, liabilities and
businesses, including the land comprising the watershed of the Pennichuck Brook and the three
regulated water utilities owned by the company, Taking into account all the assumed liabilities
of the company and its businesses, the proposed acquisition is valued today at slightly under
$200 million.

The acquisition is subject to a number of conditions precedent and contingencies, including the
approval of financing by at least two-thirds of the Nashua Board of Aldermen, approval by the
New Hampshire Public Utilities Commission ("NHPUC"), approval by at least two-thirds of the
shareholders of Pennichuck Corporation, and the completion of the city's financing of the
transaction. The city believes the process of obtaining those approvals may extend into late
20tr.

Once the acquisition occurs, the city intends to continue to operate all current Pennichuck
businesses with Pennichuck's current operating employees and to appoint an independent board
of directors to oversee these continuing operations.

This agreement ends an ongoing and costly eight-year legal battle between the parties and sets

the stage for the full and final resolution of the eminent domain dispute. In that dispute, the
NHPUC approved the city's taking of the assets ofjust one company, Pennichuck Water Works,
Inc., for a value of $203 million, plus a mitigation fund of $40 million. In contrast to the taking,
the proposed transaction will maintain the integrated operations of all of the businesses operated
by Pennichuck Corporation and avoid the need for any mitigation fund.

Mayor Donnalee Lozeau stated, "This acquisition is an investment in the future which will
secure and protect our water supply and watershed resources for the long-term benefit of our
citizens at reasonable cost. I am confident that this in the best interest of Nashua and

surrounding communities, now and for generations to come. Also, eliminating the uncertainty
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caused by this long-running dispute and stabilizing rates will help the city attracf new businesses
and jobs."

Mayor Lozeau added, "This proposal is superior to the eminent domain taking because the city
will acquire all of Pennichuck's assets, including the watershed, for less money than it would
under the PUC eminent domain ruling. "

The city will conduct several public information meetings over the next two months. The first
meeting will be in Nashua on Monda¡ November 15, at 7:00 p,m. in City Hall Auditorium for
Nashua residents and municipalities whose residents are served by Pennichuck. Everyone
interested in learning more about this proposed acquisition are invited and encouraged to attend.

The board of aldermen will also hold public hearings before a final vote on transaction financing.
A vote by the board of aldennen is expected no later than February 8,20IL

The city will post a list of frequently asked questions related to the agreement on the city's
website at www.nashuanh.gov. The public information sessions will be held in various locations
within Nashua and affected communities. Times and locations will be publically noticed and
posted on the city's website.

###
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@PeNNTtrHUEK

Current News

For fmmediate Release:
November L2,2OIO

Contact: Duane C. Montopoli, President and Chief Executive Officer
Phone:603-913-2300
Fax: 603-913-2305

Pennichuck Corporation Agrees to be Acquired by City of Nashua
$29.00 per share all-cash deal subject to a number of contingencies

MERRIMACK, NH (November L2,2010) - Pennichuck Corporation (NASDAQ: PNNW) today announced that it has
entered into a definitive merger agreement ("Merger Agreement") with the City of Nashua, New Hampshire ("City")
pursuant to which the City will, subject to a number of conditions precedent and contingencies, purchase all of the
outstanding common stock and common stock equivalents of the Company for $29.00 per share, or approximately
$138 m¡llion, in cash. After taking into account the Company's outstanding debt, the transaction represents a total
enterprise value of approximately $200 million.

While the Merger Agreement was executed and made effective on November It,2OIO, under New Hampshire law an
affirmative vote of not less than two-thirds of the City's Board of Aldermen within the time period set by law (as
explained below) is required to approve and ratify the MergerAgreement and the related financing. Accordingly,
unless and until such a timely positive vote is obtained, the Merger Agreement ìs not binding on the City in any
respect.

Consummation of the transaction is also subjectto advance approval by the New Hampshire Public Utilities
Commission ("NHPUC") pursuant to New Hampshire law, including the state's utility municipalization statute RSA 3B
and special 2007 legislation relating to the City's right to purchase and hold the Company's common stock. The
Company cannot predict how or when the NHPUC will rule on the transaction. However, the Company believes the
review process, which is expected to include notice to interested parties, public hearings, discovery and testimony by
the City, the Company and other interested parties, may extend into the second half of calendar2OIL The City's
obligation to complete the transaction is subject to there being no approval conditions imposed by the NHPUC that
would materially adversely affect the City's expected economic benefits from the transaction.

The Company and the City intend that this transaction be in full settlement of their eminent domain dispute and the
related proceeding currently before the NHPUC pursuant to which the City has been attempting to take by
condemnation (i.e,, eminent domain) the operating assets of the Company's Pennichuck Water Works, Inc. regulated
utility subsidiary ("PWW"). Under New Hampshire statute RSA 3B:13, in the case of a condemnation taking or an
agreed sale under threat of condemnation, "the final determination of the price to be paid" triggers a 90-day period
within which the municipality must decide by vote of its governing body if it wants to consummate the acqu¡sit¡on. It
is the Company's contention that with respect to events occurring prior to the November 11, 2010 effective date of
the Merger Agreement, including the March 2010 decision of the New Hampshire Supreme Court affirming the order of
the NHPUC, there was no final determination of the price and, therefore, the 90-day period was not triggered. If this is

ultimately determined to be incorrect, the Company and the City may be precluded, by operation of state law, from
entering into a consensual settlement agreement for a period of two years and then only after obtaining a new
majority public vote. For more information on this topic, see the Company's press releases issued on June 2 and July
I,2OLO, the related Form B-Kfilings with the U.S. Securities and Exchange Commission (the "SEC"), and the
Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 2010, also filed with the SEC.

The Company believes that the November LI, 2O7O effective date of the Merger Agreement first established the
required final determination of price and has now triggered the commencement of the 90-day period. Accordingly,
pursuant to the terms of the Merger Agreement, the City has agreed that, after public hearings are held and within
this 90-day period, its Board of Aldermen will meet to take a vote pursuant to RSA 38:13. As previously explained, an
affirmative vote of not less than two-thirds of the City's Aldermanic Board is required to approve and ratify the Merger
Agreement, as well as the related financing. By operation of law, until and unless such a positive vote is obtained, the

Last Updated 11/12l10
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Merger Agreement is not binding on the City in any respect. If the City's Aldermanic Board does not vote in favor of
the Merger Agreement, the Company will have no recourse against the City under the terms of the Merger Agreement,
except that the pending eminent domain proceeding would then be terminated. The Company does not intend to file
its proxy statement relating to the proposed merger unless the City's Aldermanic Board votes in favor of the Merger
Agreement.

Pursuant to the terms of the Merger Agreement, the Company may continue paying regular quarterly dividends until
the closing date at a rate no greater than the current annualized rate of $O.74 per common share. The Company has
suspended, however, its div¡dend reinvestment plan. Separately, PWW and the Company's Pittsfield Aqueduct
Company, Inc. regulated utility subsidiary will continue their currently active rate relief cases before the NHPUC.

Closing of this transaction is also subject to (i) approval by the holders of not less than two-thirds of the outstand¡ng
shares of the Company's common stock, and (ii) Nashua's ability to obtain appropriate financing after all conditions
precedent (including those specified above and other customary closing conditions) have been met. Wh¡le the City's
financing structure is subject to change by the City, the Company currently expects that the City will finance the
acquisition by issuing general obligation bonds, the interest on which will be taxable under federal and state law.

Commenting on the acquisition transaction, Duane C. Montopoli, Pennlchuck's President and Chief Executive, said,
"While we believe the NHPUC got the 2008 valuation of PWW's assets and the amount of the mitigation reserve about
right, this stock sale will enable our shareholders to avoid double-taxation and the City will acquire more assets at a
lower total cost than would apply in a condemnation taking. Consequently, this is a true win-win outcome for both the
Company's shareholders and the citrzens of Nashua."

He added, "l am also particularly pleased that we have been able to resolve this dispute in a manner that will allow
our workforce to continue providing except¡onal service to the customers and communities we serve."

Also commenting on this development, Dr. John R. Kreick, Pennichuck's Chairman, said, "While more remains to be
done, reaching this agreement with the City of Nashua is a significant event. I would like to congratulate the teams
from the City and the Company who have accomplished this task, I would especially like to thank the Pennichuck
employees, who have continued to reliably provide safe water for our customers, despite the uncertainty created by
the eminent domain procedures. Job well done and keep up the good work."

While the Company and the City are commrtted to completing this transaction as quickly as possible, it is not possible
to predict whether all the approvals, contingencies and other conditions precedent to closing will be obta¡ned, resolved
or satisfied, as applicable, and therefore if and when the transaction will close. The Company and the City have
concurrently entered into a Settlement Agreement which ensures that the current eminent domain proceeding brought
by the City against the Company will be terminated even if the proposed acquisition ultimately is not completed.

Advising the Company on this matter are Boenning & Scattergood, Inc., Mclane, Graf, Raulerson & Middleton P.4.,
and Nutter, McClennen & Fish LLP.

About Pennichuck Corporation

Pennichuck Corporation is a holding company involved principally in the supply and distribution of potable water in
New Hampshire through its three regulated water utilities. Its non-regulated, water-related activities include
operations and maintenance contracts with municipalities and private entities in New Hampshire and Massachusetts.
The Company's real estate operat¡ons are involved in the ownership, management and commercialization of real
estate in southern New Hampshire.

Pennichuck Corporation's common stock trades on the Nasdaq Global Market under the symbol " PNNW." Upon
completion of the transaction, Penn¡chuck's common stock will cease to be publicly traded. The Company's website js

at www. pennichuck.com.

Forward-Look¡ng Statements

Th¡s news release may contain certa¡n forward-looking statements with respect to the financial condit¡on, results of
operations and business of Pennichuck Corporation. Forward-looking statements are based on current information and
expectations available to management at the time the statements are made, and are subject to various factors, risks
and uncertainties that could cause actual results to differ materially from those expressed or implied by such forward-
looking statements. These factors include, but are not limited to, a future judic¡al or regulatory determination that
events prior to the November 11, 2010 effective date of our merger agreement with the city of Nashua constituted a

tinal determination of the price to be paid under RSA 38:13 and triggered the statutory 90-day period within which
Nashua was required to decide whether to take, by em¡nent domain, the assets of our Pennichuck Water Works, Inc.
subsidiary; the expiration of said 90-day period without Nashua having made any such decision; the outcome of
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requests for rate relief from the NHPUC from time to time; the implications of the New Hampshire Supreme Court's
March 25, 2010 decision affirming the eminent domain order of the NHPUC in favor of the City of Nashua; the impact
of an eminent domain taking by Nashua on business operations and net assets; legislation and/or regulation and
accounting factors affecting Pennichuck Corporation's financial condition and results of operations; the availabil¡ty and
cost of capital, including the impact on our borrowing costs of changes in interest rates; and, the impact of weather.
Investors are encouraged to access Pennichuck Corporation's annual and quarterly periodic reports filed with the
Securities and Exchange Commission for financial and business information regarding Pennichuck Corporation,
including a more detailed discussion of these and other risks and uncertainties that could affect Pennichuck
Corporation's forward-looking statements. We undertake no obligation to update or revise publicly any forward-
looking statement.

Additional Information and Where to Find It

Pennichuck Corporation plans to file with the U.S. Securities and Exchange Commission and mail to its shareholders a
proxy statement in connection with the transaction (the "Proxy Statement"). The Proxy Statement will contain
important information about Pennichuck Corporation, the proposed acquisition by the City of Nashua and related
matters. EXISTING AND PROSPECTIVE PENNICHUCK CORPORATION SECURITY HOLDERS ARE URGED TO READ THE
PROXY STATEMENT REGARDING THE PROPOSED TRANSACTION WHEN IT BECOMES AVAILABLE AND ANY OTHER
RELEVANT DOCUMENÍS FILED WITH THE SEC, AS WELL AS ANY AMENDMENTS OR SUPPLEMENTS TO THOSE
DOCUMENTS, BECAUSE THEY WILL CONTAIN IMPORTANT INFORMATION ABOUTTHE PROPOSED TRANSACTION.

Pennichuck Corporation security holders will be able to obtain free copies of the Proxy Statement and other
documents filed with the SEC by Pennichuck Corporation through the web site ma¡ntained by the SEC at www.sec.gov.
In addition, documents filed by Pennichuck Corporation with the SEC, including filings that will be incorporated by
reference in the Proxy Statement, can be obtained, without charge, upon wr¡tten request addressed to Roland E.

Olivier, Secretary, Pennichuck Corporation, 25 Manchester Street, Merrimack, New Hampshire 03054.

Participants ¡n the Sol¡c¡tat¡on

Pennichuck Corporation, its d¡rectors, executive officers and other members of management, and the City of Nashua
and its officials and employees may be deemed to be participants in the solicitation of proxies in respect of the
acquisition contemplated by the merger agreement. InFormation regarding Pennichuck Corporation's directors and
executive officers is contained in Pennichuck Corporation's Annual Report on Form 10-K for the year ended December
3I,2009, as filed with the SEC on March 4, 2010, and its proxy statement for its 2010 annual meeting, as filed with
the SEC on March 26,2070.Information about the City and its off¡cials can be found at http://www.qonashua,com.
Additional information regarding the interests of those participants may be obtained by reading the Proxy Statement
regarding the proposed transact¡on when it becomes available. EXISTING AND PROSPECTIVE SECURITY HOLDERS
SHOULD READ THE PROXY STATEMENT AND OTHER DOCUMENTS TO BE FILED WITH THE SEC CAREFULLY BEFORE
MAKING AN INVESTMENT DECISION WITH RESPECT TO PENNICHUCK CORPORATION SECURITIES.

htlp : //www. pennichuck. com/pres s/pr_acquired-by-nashua. php tUt5l20l0
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Dated as of November 11, 2010
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AGREEMENT AND PLAN OF MERGER (this "Agreement") dated as of November 11,
2010 (the "Effective Date") among the City of Nashua, New Hampshire, a municipal corporation
(the"City," and, including a board or department of the City to which this Agreement is assigned
pursuant to Section 6.l3 hereof, "Acquirer"), and Pennichuck Corporation, a New Hampshire
business corporation (the "Compan!"), to be subsequently joined in by a direct or indirect wholly
owned corporate subsidiary of Acquirer (the"Acquisition Subsidiary'). Capitalizedterms used
in this Agreement are defined in the sections specified in Section 9.04 of this Agreement.

WHEREAS, the Acquirer Governing Body has approved the acquisition of the Company,
pursuant to a comprehensive settlement of the eminent domain dispute between the parties
pursuant to the provisions of Chapter 38 of New Hampshire Revised Statutes Annotated ("N11
RSA") and Chapter 347, Section 5 of 2007 N.H. Laws, as amended by Chapter 1, Section 118 of
the Laws of the 2010 Special Session (the"Special Legislative Authori4l'), on the terms and
subject to the conditions set forth in this Agreement;

WHEREAS, prior to the Effective Time, Acquirer shall take such action as is appropriate
to form Acquisition Subsidiary under the NHBCA and to cause Acquisition Subsidiary to
become aparty to this Agreement;

WHEREAS, the Company Board has approved the merger (the"Merger") of Acquisition
Subsidiary with and into the Company, on the terms and subject to the conditions set forth in this
Agreement, whereby, subject to the exceptions set forth below, each issued share of common
stock, par value $1.00 per share, of the Company ("Company Common Stocll') shall be
converted into the right to receive cash consideration as specified below;

WHEREAS, as a condition and material inducement to the Company's entry into this
Agreement, the Acquirer and the Company are entering into that certain Settlement Agreement
dated as of the date hereof relating to the eminent domain dispute between the City and the
Company and the Company Subsidiaries, substantially in the form attached to this Agreement às
Exhibit C (the "Settlement Agreement"); and

WHEREAS, Acquirer and the Company desire to make certain representations,
warranties, covenants and agreements in connection with the Merger and also to prescribe
various conditions to the Merger.

NOW, THEREFORE, the parties hereto agree as follows:

,iï:ï"
Section 1.01 The Merger.

On the terms and subject to the satisfaction or waiver of the conditions set forth in this
Agreement, and in accordance with the New Hampshire Business Corporation Act, NH RSA
Chapter 293-A (the"NHBCA"), Acquisition Subsidiary shall be merged with and into the
Company at the Effective Time (as defined in Section 1.03). At the Effective Time, the separate
corporate existence of Acquisition Subsidiary shall cease and the Company shall continue as the
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surviving corporation (lhe"Surviving Corporation"). At the Effective Time, the Surviving
Corporation shall be vested with title to all real estate and other property owned by the Company
and Acquisition Subsidiary, and the Surviving Corporation shall by operation of law have all
liabilities of the Company and Acquisition Subsidiary. The name of the Surviving Corporation
shall be fNashua Water Holding Corporation] and the purpose thereof shall be as set forth in
Section 2 of the Articles of Incorporation of the Surviving Corporation as provided by
Section 1.05(a).

Section 1.02 Closine.

The closing (the"Closing") of the Merger shall take place at the offices of Rath, Young
and Pignatelli, P.C., One CapitalPlaza, Concord, New Hampshire 03301, at 10:00 a.m. on the
frfth (5th) business day following the satisfaction (or, to the extent permiued by Law, waiver by
the appropriate parties) of the conditions set forth in Article VII, or at such other place, time and
date as shall be agreed in writing between Acquirer and the Company but in no event later than
the Effective Time specified in Section 1.03. The date on which the Closing occurs is referred to
in this Agreement as the "Closing Date."

Section 1.03 Effective Time.

Prior to the Closing, Acquirer shall prepare and give the Company and its counsel the
opportunity to review, and on the Closing Date or, with the Company's consent, as soon as
practicable thereafter Acquirer shall file with the Secretary of State of the State of New
Hampshire, articles of merger or other appropriate documents (in any such case, the"Articles of
Merger") executed in accordance with the relevant provisions of the NHBCA and shall make all
other filings or recordings required under the NHBCA to effect the Merger. The Merger shall
become effective at such time as the Articles of Merger are duly filed with such Secretary of
State, or at such other time as Acquirer and the Company shall agree and speciff in the Articles
of Merger (the time the Merger becomes effective being the "Effective Time").

Section 1.04 Effects.

The Merger shall have the effects set forth in Section 11.06 of the NHBCA.

Section 1.05 Articles of Incomoration and B)¡-Laws.

(a) Articles of Incorporation. Subject to Section 6.09, the Company Charter
shall be amended and restated at the Effective Time to read in the form of Exhibit A, and, as so
amended, such Company Charter shall be the Articles of Incorporation of the Surviving
Corporation until thereafter changed or amended as provided therein or by applicable Law.

(b) By-Laws. Subject to Section 6.09, the Company By-Laws shall be
amended and restated at the Effective Time to read in the form of Exhibit B, and, as so amended,
such By-Laws shall be the By-Laws of the Surviving Corporation until thereafter changed or
amended as provided therein, in the Articles of Incorporation of the Surviving Corporation or by
applicable Law.
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Section1.06 Directors.

At the Closing, Acquirer shall designate the directors of the Surviving Corporation and
such directors shall hold office commencing as of the Effective Time until the earlier of their
resignation or removal or until their respective successors are duly elected and qualified, as the
case may be.

Section 1.07 Officers.

At the Closing, the directors of the Surviving Corporation shall designate the officers of
the Surviving Corporation and such officers shall hold office commencing as of the Effective
Time until the earlier of their resignation or removal or until their respective successors are duly
elected or appointed and qualified, as the case may be.

ARTICLE II.

EFFECT ON THE CAPITAL STOCK OF THE CONSTITUENT CORPORATIONS;
EXCHANGE OF CERTIFICATES

Section 2.01 Effect on Capital Stock.

At the Effective Time, by virtue of the Merger and without any action on the part of the
holder of any shares of Company Common Stock or any shares of capital stock of Acquisition
Subsidiary:

(a) Capital Stock of Acquisition Subsidiary. Each issued and outstanding
share of capital stock of Acquisition Subsidiary shall be converted into and become 100 fully
paid and non-assessable shares of common stock, [no par value per share], of the Surviving
Corporation

(b) Cancellation of Treasury Stock and Acquirer-Owned Stock. Each share of
Company Common Stock that is owned directly by the Company, any Subsidiary of the
Company, Acquirer or Acquisition Subsidiary shall no longer be outstanding and shall
automatically be canceled and retired and shall cease to exist, and no other consideration shall be
delivered or deliverable in exchange therefor.

(c) Conversion of Company Common Stock. Subject to Sections 2.01(b) and
2.01(d), each share of Company Common Stock issued and outstanding at the Effective Time
shall be converted into the right to receive an amount in cash equal to TWENTY-NINE
DOLLARS ($29.00) (the"Merger Consideration"), subject to adjustment for any stock split,
stock dividend or combination of stock that may occur from the date hereof and prior to the
Effective Time. As of the Effective Time, all such shares of Company Common Stock shall no
longer be deemed outstanding and shall automatically be canceled and retired and shall cease to
exist, and each holder of a certificate representing any such shares of Company Common Stock
shall cease to have any rights with respect thereto, except the right to receive Merger
Consideration and any regular quarterly dividend declared in accordance with
Section 5.01(bXÐ(A) but unpaid as of the Closing Date upon surrender of such certificate in
accordance with Section 2.02, without interest.
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(d) Appraisøl Rights. Notwithstanding anything in this Agreement to the
contrary, shares ("Dissenters' Shares") of Company Common Stock that are outstanding
immediately prior to the Effective Time and that are held by any Person who is entitled to
demand and properly demands appraisal of such Dissenters' Shares pursuant to, and who
complies in all respects with, Sections 293-A:13.01 through 293-A:13.31 of the NHBCA (the
'oDissenters' Rights Provisions") shall not be converted into Merger Consideration as provided in
Section 2.0I(c), but rather, the holders of Dissenters' Shares shall be entitled to payment of the
fair value of such Dissenters' Shares in accordance with the Dissenters' Rights Provisions;
provided, however, that if any such holder shall fail to perfect or otherwise shall waive, withdraw
or lose the right to appraisal under the Dissenters' Rights Provisions, then the right of such
holder to be paid the fair value of such holder's Dissenters' Shares shall cease and such
Dissenters' Shares shall be deemed to have been converted as of the Effective Time into, and to
have become exchangeable solely for the right to receive, Merger Consideration as provided in
Section 2.01(c), without interest, upon surender of such certificate in accordance with the
provisions of Section 2.02. The Company shall give the Acquirer (i) prompt notice of any
demand for payment of fair value received by the Company, the withdrawal of any such demand,
and any other instrument served pursuant to the Dissenters' Rights Provisions and received by
the Company, and (ii) the opportunity to direct all negotiations and proceedings with respect to
any demand for payment of fair value under the Dissenters' Rights Provisions. The Company
shall not, except with the prior written consent of the Acquirer, make any payment with respect
to any demand for payment of fair value or offer to settle or settle any such demand, or agree to
do any of the foregoing.

(e) Company Stock Optior¿s. The Acquirer and the Company agree that, in
accordance with the provisions of the Company Stock Option Plans (as defined in Section
3. I 1(c)) and a resolution of the Company Board adopted under Section 10 thereof, each
outstanding and unexercised option to purchase Company Common Stock under the Company
Stock Option Plans shall be accelerated so that each such option outstanding and unexercised as
of the f,ifth (5th) business day preceding the scheduled Effective Time shall become fully vested
and exercisable from such date until the Effective Time. Any option to purchase Company
Common Stock exercised by the holder thereof prior to the Effective Time shall be entitled to
receive the Merger Consideration in accordance with Section 2.01(c), subject to any withholding
of Taxes required byLaw, and further reduced by any amount owed pursuant to any exercise of
said option. Upon the Effective Time, each outstanding option to purchase Company Common
Stock that has not previously been exercised shall be terminated and, in exchange therefor, each
holder of each such option outstanding and unexercised shall receive from the Surviving
Corporation not more than ten (10) business days after the Effective Time an amount in cash
(less any withholding of taxes required by Law) equal to the product of (i) the number of shares
of Company Common Stock previously subject to such option multiplied by (ii) the Merger
Consideration less the exercise price per share of Company Common Stock previously subject to
such option, if any. In the event and to the extent that the Company Stock Option Plans permit
or require the Company Board (or any committee thereof) to exercise discretion with respect to
outstanding stock options, the Company Board (or such committee, as the case may be) will not
exercise any such discretion.

(Ð Declored but Unpaid Dividends. In addition to the Merger Consideration,
Acquirer shall pay or cause to be paid together with the Merger Consideration any regular
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quarterly dividend declared in accordance with Section 5.01(b) but unpaid as of the Closing
Date.

Section 2.02 Exchange of Certificates.

(a) Paying Agenl. Prior to the Effective Time, Acquirer shall select a bank or
trust company in the United States, reasonably acceptable to the Company, to act as paying agent
(the"Pøying Agent") for the payment of the Merger Consideration upon surrender of certificates
representing Company Common Stock and Acquirer shall take all steps necessary to provide, or
to enable and cause the Acquisition Subsidiary to provide, to the Paying Agent prior to the
Effective Time any and all of the cash necessary to pay for the shares of Company Common
Stock converted into the right to receive cash pursuant to Section 2.01(c) (such cash being
hereinafter referred to as the "Exchange Funî'). The Exchange Fund shall not be used for any
pu{pose except as expressly provided in this Agreement.

(b) Exchange Procedures. Promptly after the Effective Time (but in no event
later than five (5) business days following such date), the Surviving Corporation shall cause the
Paying Agent to mail to each holder of record of a certificate or certificates (the "Certfficates")
that immediately prior to the Effective Time represented outstanding shares of Company
Common Stock whose shares were converted into the right to receive Merger Consideration
pursuant to Section 2.01, (i) a letter of transmittal (which shall specify that delivery shall be
effectecl, and risk of loss and title to the Certificates shall pass, only upon delivery of the
Certificates to the Paying Agent and shall be in such form and have such other provisions as

Acquirer may reasonably specifu), and (ii) instructions for use in effecting the surrender of the
Certificates in exchange for Merger Consideration. Upon surrender of a Certihcate for
cancellation to the Paying Agent, together with such letter of transmittal, duly executed, and such
other documents as may reasonably be required by the Paying Agent, the holder of such
Certificate shall be entitled to receive in exchange therefor the amount of cash into which the
shares of Company Common Stock theretofore represented by such Certificate shall have been
converted pursuant to Section 2.01, and the Certificate so surrendered shall forthwith be
canceled. In the event of a transfer of ownership of Company Common Stock that is not
registered in the transfer records of the Company, payment may be made to a Person other than
the Person in whose name the Certificate so surrendered is registered, if such Certificate shall be
properþ endorsed or otherwise be in proper form for transfer and the Person requesting such
payment shall pay any transfer or other taxes required by reason of the payment to a Person other
than the registered holder of such Certificate or establish to the satisfaction of Acquirer that such
tax has been paid or is not applicable. Until surrendered as contemplated by this Section 2.02,
each Certificate shall be deemed at any time after the Effective Time to represent only the right
to receive upon such surrender the amount of cash, without interest, into which the shares of
Company Common Stock theretofore represented by such Certificate have been converted
pursuant to Section 2.01. If any holder of shares of Company Common Stock shall be unable to
surrender such holder's Certificates because such Certificates have been lost, mutilated or
destroyed, such holder may deliver in lieu thereof an affrdavit and indemnity bond in form and
substance and with surety reasonably satisfactory to the Surviving Corporation. No interest shall
be paid or accrue on the cash payable upon surrender of any Certificate.
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(c) No Further Ownership Rights in Company Common Stock. The Merger
Consideration paid in accordance with the terms of this Article II upon conversion of any shares
of Company Common Stock shall be deemed to have been paid in full satisfaction of all rights
pertaining to such shares of Company Common Stock, and after the Effective Time there shall be
no further registration of transfers on the stock transfer books of the Surviving Corporation of
shares of Company Common Stock that were outstanding immediately prior to the Effective
Time. If, after the Effective Time, any certificates formerly representing shares of Company
Common Stock are presented to the Surviving Corporation or the Paying Agent for any reason,
they shall be canceled and exchanged as provided in this Article II.

(d) Termination of Exchange Fund. Any portion of the Exchange Fund that
remains undistributed to the holders of Company Common Stock for twelve months after the
Effective Time shall be delivered to Acquirer, upon demand, and any holder of Company
Common Stock who has not theretofore complied with this Article II shall thereafter look only to
Acquirer for payment of its claim for Merger Consideration, without any interest thereon.

(e) No Liability. None of Acquirer, Acquisition Subsidiary, the Company, the
Surviving Corporation or the Paying Agent, nor any of their respective officers, directors,
employees, agents or counsel, shall be liable to any Person in respect of any cash from the
Exchange Fund delivered to a public official pursuant to any applicable unclaimed property,
escheat or similar Law. If any Certificate has not been surrendered prior to five years after the
Effective Time (or immediately prior to such earlier date on which Merger Consideration in
respect of such Certificate would otherwise escheat to or become the property of any
Govemmental Entity, any such shares, cash, dividends or distributions in respect of such
Certif,rcate shall, to the extent permitted by applicable Law, become the property of the Surviving
Corporation, free and clear of all claims or interest of any Person previously entitled thereto.

(Ð Investment of Exchange Fund. Acquirer shall cause the Paying Agent to
invest any cash included in the Exchange Fund on a daily basis; provided that such investments
shall be limited to (i) direct obligations of the United States, (ii) obligations for which the fuIl
faith and credit of the United States is pledged to provide for the payment of principal and
interest, or (iii) certificates of deposit issued by a commercial bank the deposits of which are
insured by the Federal Deposit Insurance Corporation and which is "well-capitalized" within the
meaning of applicable regulations. Any interest and other income resulting from such
investments shall be paid to Acquirer.

(g) Withholdings. Acquirer shall be entitled to deduct and withhold from the
consideration otherwise payable to any holder of Company Common Stock pursuant to this
Agreement such amounts as may be required to be deducted and withheld with respect to the
making of such payment under the Code (as defined in Section 3.11(a)), or under any provision
of state, local or foreign Tax Law. To the extent that amounts are so withheld by the Surviving
Corporation or Acquirer, as the case may be, such withheld amounts shall be treated for all
purposes of this Agreement as having been paid to the holder of the shares of Company Common
Stock in respect of which such deduction and withholding was made by the Surviving
Corporation or Acquirer, as the case may be.
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(h) Charges and Expenses. The Surviving Corporation shall pay all charges
and expenses, including those of the Paying Agent, in connection with the exchange of cash for
shares of Company Common Stock.

ÄRTICLE III.

REPRESENTATIONS AND WARRANTIES OF THE COMPAIYY

The Company represents and warrants to Acquirer that, except as disclosed in the
applicable disclosure schedule furnished by Company to Acquirer prior to the execution of this
Agreement (the"Company Disclosure Schedule") corresponding to the Sections and subsections
set forth below:

Section 3.01 Organization and Oualification: Subsidiaries.

The Company is a corporation duly organized, validly existing and in good standing
under the laws of the jurisdiction of its incorporation. All of the Subsidiaries of the Company are
set forth in Section 3.01 of the Company Disclosure Schedule (the"Company Subsidiaries").
Each Company Subsidiary is a corporation or a limited liability company duly organized,validly
existing and in good standing under the respective Laws of the jurisdiction of its organization.
The Company and each of the Company Subsidiaries has the requisite corporate or limited
liability company power and authority, and are in possession of all franchises, grants,
authorizations,licenses, permits, easements, consents, certificates, approvals and Orders (the
"Approvals "), necessary to own, lease and operate the properties it purports to own, lease or
operate and to carry on its business as it is now being conducted, except where the failure to have
such power, authority and Approvals would not, individually or in the aggregate, have a
Company Material Adverse Effect. The Company and each of the Company Subsidiaries is duly
qualified or licensed as a foreign company to do business and is in good standing in each
jurisdiction where the character of the properties owned, leased or operated by it or the nature of
its activities makes such qualification or licensing necessary, except for such failures to be so
duly qualified or licensed and in good standing that would not, individually or in the aggregate,
have a Company Material Adverse Effect. A true and complete list of all of the Company
Subsidiaries, together with the jurisdiction of organization of each Company Subsidiary and the
percentage of each Company Subsidiary's outstanding capital stock or membership interests
owned by the Company, another Cornpany Subsidiary or any third party along with a list of all
Persons in which the Company or any Company Subsidiary holds any equity interest, is set forth
in Section 3.01 of the Company Disclosure Schedule. No capital stock or other ownership
interests of any Company Subsidiary is or may become required to be issued by reason of any
options, warrants, rights to subscribe to, calls or commitments of any character whatsoever
relating to, or securities or rights convertible into or exchangeable or exercisable for, shares of
any capital stock or other ownership interests of any Company Subsidiary, and there are no
contracts, commitments, understandings or arrangements by which Company or any of Company
Subsidiaries is or may be bound to issue, redeem, purchase or sell additional shares of capital
stock or other ownership interests of any Company Subsidiary. The Company does not directly
or indirectly own any equity or similar interest in, or any interest convertible into or
exchangeable or exercisable for, any equity or similar interest in, any Person, other than the
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Company Subsidiaries and other Persons set forth in Section 3.01 of the Company Disclosure
Schedule.

Section 3.02 Articles of Incorporation and Bv-Laws.

The Company has heretofore furnished to Acquirer a true, complete and correct copy of
the Company's Articles of Incorporation (the "Company Charter") and the Company's By-Laws
(fhe"Compøny By-Laws"), each as amended to date, and has furnished to Acquirer the articles of
incorporation and by-laws (or equivalent organizational documents) of each of the Company
Subsidiaries (the"Subsidiary Documents"). The Company Articles, the Company By-Laws and
Subsidiary Documents are in full force and effect. Neither the Company nor any of the
Company Subsidiaries is in violation of any of the provisions of the Company Charter or the
Company By-Laws or the Subsidiary Documents.

Section 3.03 Capitalization.

The authorizedcapital stock of the Company consists of (i) 115,000 shares of preferred
stock, no par value per share, none of which is issued and outstanding, none of which is held in
treasury and 50,000 of which are currently designated Series A Junior Participating Preferred
Stock, and (ii) 11,500,000 shares of Company Common Stock. As of November 8, 2010,
(i) 4,662,477 shares of Company Common Stock were issued and outstanding, all of which are
validly issued, fully paid and nonassessable, and I,202 shares of Company Common Stock were
held in treasury, (ii) no shares of Company Common Stock were held by the Company
Subsidiaries, and (iii) 282,765 shares of Company Common Stock were reserved for future
issuance pursuant to outstanding Company Stock Options granted under the Company Stock
Option Plans and zero shares of Company Common Stock were reserved for issuance pursuant to
the Company Stock Purchase Plan. Section 3.03 of the Company Disclosure Schedule sets forth
a true and complete list of all outstanding options under the Company Stock Option Plans
(collectively,the"Company Stock Options"), the name of each holder thereof, the number of
shares purchasable or acquirable thereunder or upon conversion or exchange thereofand (ifany)
the per share exercise or conversion price or exchange rate of each Company Stock Option.
There are no options, warrants or other similar rights, convertible or exchangeable securities,
"phantom stock" rights, stock appreciation rights, stock based performance units, agreements,
arrangements, commitments or understandings to which the Company is a party, whether or not
in writing, of any character relating to the issued or unissued capital stock or other securities of
the Company or any of the Company Subsidiaries or obligating the Company or any of the
Company Subsidiaries to issue (whether upon conversion, exchange or otherwise) or sell any
share of capital stock of, or other equity interests in or other securities of, the Company or any of
the Company Subsidiaries other than those listed in Section 3.03 of the Company Disclosure
Schedule. All shares of Company Common Stock subject to issuance as set forth in this
Section 3.03 or Section 3.03 of the Company Disclosure Schedule shall, upon issuance on the
terms and conditions specified in the instruments pursuant to which they are issuable, be duly
authorized, validly issued, fully paid and nonassessable. Other than those listed in Section 3.03
of the Company Disclosure Schedule, there are no obligations, contingent or otherwise, of the
Company or any of the Company Subsidiaries to repurchase, redeem or otherwise acquire any
shares of Company Common Stock or capital stock of any Company Subsidiary or any other
securities of the Company or any of the Company Subsidiaries or to provide funds to or make
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any investment (in the form of a loan, capital contribution or otherwise) in any such Company
Subsidiary or any other entity. All of the outstanding shares of capital stock of each of the
Company Subsidiaries are duly authorized, validly issued, fully paid and nonassessable and not
subject to preemptive rights, and all such shares are owned by the Company or another Company
Subsidiary free and clear of all security interests, liens, claims, pledges, taking actions,
agreements, limitations in the Company's voting rights, charges or other encumbrances of any
nature whatsoever (collectively,"Liens"), except as set forth in Section 3.03 of the Company
Disclosure Schedule.

Section 3.04 Authoritv Relative to this Agreement.

The Company has all necessary corporate power and authority to execute and deliver this
Agreement and to perform its obligations hereunder and to consummate the transactions
contemplated hereby. The execution and delivery of this Agreement by the Company and the
consummation by the Company of the transactions contemplated hereby have been duly and
validly authorized by all necessary corporate action on the part of the Company, and no other
corporate proceedings on the part of the Company are necessary to authorize this Agreement or
to consummate the transactions contemplated hereby, other than the approval of this Agreement
by the holders of not less than a two-thirds majority of the outstanding shares of Company
Common Stock entitled to vote in accordance with the NHBCA and the Company Charter and
the Company By-Laws (the"Company Stockholder Approval'). The Company Stockholder
Approval is the only vote of the holders of any class or series of the Company's capital stock
necessary (under the Company Charter and the Company By-Laws, the NHBCA, other
applicable law or otherwise) to approve this Agreement and the Merger. The Board of Directors
of the Company (the "Company Board') has adopted this Agreement and the transactions
contemplated hereby. This Agreement has been duly and validly executed and delivered by the
Company and, assuming the due authorization, execution and delivery by Acquirer and
Acquisition Subsidiary, as applicable, constitutes a legal, valid and binding obligation of the
Company enforceable against the Company in accordance with its terms, except to the extent
that enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium,
fraudulent transfer or other similar Laws of general applicability relating to or affecting the
enforcement of creditors' rights and by the effect of the principles of equity (regardless of
whether enforceability is considered in a proceeding in equity or at law).

Section 3.05 No Conflict; Required Filings and Consents.

(a) Section 3.05(a) of the Company Disclosure Schedule sets forth a list of all
contracts, agreements, arrangements or understandings, whether or not in writing, to which the
Company or any of the Company Subsidiaries is a party or by which any of them is bound as of
the date hereof (i) that are required to be filed as "material contracts" with the SEC pursuant to
the requirements of the Securities Exchange Act of 1934, as amended, and the rules and
regulations promulgated thereunder (the"Exchange Act"); (ii) under which, to the Knowledge of
the Company, the consequences of a default, nonrenewal or termination would have a Company
Material Adverse Effect; or (iii) pursuant to which payments might be required or acceleration of
benefits may occur upon a change of control of the Company or the Company Subsidiaries
(collectively, along with the Related Party Contracts, the "Material Contracts"). In addition,
Section 3.05(a) of the Company Disclosure Schedule sets forth a list (and if any of the same is
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not in writing, a fair summary thereof) of all contracts, agreements, arrangements or
understandings, whether or not in writing, between the Company or any Company Subsidiary on
the one hand, and the Company or any other Company Subsidiary on the other hand (collectively
fhe"Related Party Contracls"). Except as set forth in Section 3.05(a) of the Company
Disclosure Schedule, neither the Company nor any Company Subsidiary has received any
written notice, or, To the Knowledge of the Company, any oral or other communication,
reasonably indicating the intent of any Person to terminate any Material Contract.

(b) Except as set forth in Section 3.05(b) of the Company Disclosure
Schedule, the execution and delivery of this Agreement by the Company does not, and the
performance of this Agreement by the Company will not, (i) conflict with or violate the
Company Charter or the Company By-Laws or any Subsidiary Document, (ii) conflict with or
violate any law, rule or regulation, whether federal, state, local or foreign (collectively,"Laws"),
or any order, judgment or decree, whether federal, state, local or foreign (collectively,"Orders"),
applicable to the Company or any of the Company Subsidiaries or by which its or any of their
respective properties is bound or affected, or (iii) to the Knowledge of the Company, result in
any breach of or constitute a default (or an event that with notice or lapse of time or both would
become a default) under, or result in a modification of any right or benefit under, or impair the
Company's or any of the Company Subsidiaries' rights or alter the rights or obligations of any
third party under, or give to others any right of termination, amendment, acceleration or
cancellation of, or repayment, repurchase or increased payment undeq any Material Contract, or
result in the creation of a Lien on any of the properties or assets of the Company or any of the
Company Subsidiaries pursuant to, any note, bond, mortgage, indenture, contract, agreement,
lease, license, permit, franchise or other instrument or obligation to which the Company or any
of the Company Subsidiaries is a parly or by which the Company or any of the Company
Subsidiaries or its or any oftheir respective properties is bound or affected, except in the case of
(ii) or (iii) only for any such conflicts, violations, breaches, defaults or other occurrences that
would not, individually or in the aggregate, have a Company Material Adverse Effect and subject
to obtaining or making the Company Required Consents (as defined below). Except as set forth
in Section 3.05(b) of the Company Disclosure Schedule, there is no default or state of facts
which with notice or lapse of time or both would constitute a default on the part of the Company
or any of the Company Subsidiaries (excluding Pennichuck Water Services Corporation) or To
the Knowledge of the Company on the part of any other party under a Material Contract, and the
Company has not received or given notice of any default or claimed default or state of facts
which with notice or lapse of time or both would constitute a default on the part of any party
under a Material Contract.

(c) The execution and delivery of this Agreement by the Company does not,
and the performance of this Agreement by the Company will not, require any consent, approval,
authorization or permit of, or filing with or notification to, any national, federal, state or local
governmental, regulatory or administrative authority, agency, commission, court, tribunal,
arbitral body or self-regulated entity, domestic or foreign (each a o'Governmental Entity," and,
collectively,"Governmental Entities"), except for (i) applicable requirements of the Exchange
Act, (ii) the filing and recordation of appropriate merger or other documents as required by the
NHBCA, (iii) Laws, Orders and practices of any state public utility control or public service
commissions or similar state regulatory bodies (*PUCs"), each of which is set forth in
Section 3.05(c) of the Company Disclosure Schedule, (iv) Laws, Orders and practices of any
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st¿te or local departments of public health or departments of health or similar state or local
regulatory bodies or ofany federal, state or local regulatory body havingjurisdiction over
environmental protection or environmental conservation or similar matters ("Environmental
Agencies"), each of which is identified in Section 3.05(c) of the Company Disclosure Schedule,
and (v) where the failure to obtain such consents, approvals, authorizations or permits, or to
make such filings or notifications, would not prevent or delay consummation of the Merger, or
otherwise prevent or delay the Company from performing its obligations under this Agreement,
or would not otherwise have, individually or in the aggregate, a Company Material Adverse
Effect. Consents, approvals, permits, Orders, authorizations, registrations, declarations and
filings required under or in relation to any of the foregoing clauses (i) through (iv) are hereinafter
referred to as"Compøny Required Consents." The parties hereto agree that references in this
Agreement to "obtaining" Company Required Consents means obtaining such consents,
approvals or authonzations, making such registrations, declarations or filings, giving such
notices, and having such waiting periods expire as are necessary to avoid a violation of Law or
an Order.

Section 3.06 Compliance: Permits.

(a) Neither the Company nor any of the Company Subsidiaries is in conflict
with, or in default or violation of (i) any Law or Order applicable to the Company or any of the
Company Subsidiaries or by which its or any of their respective properties is bound or affected
(excluding for purposes of this Section 3.06(a) Environmental Laws), (ii) any rule or requirement
of any self-regulatory body to which the Company or any of the Company Subsidiaries is
subject, or (iii) to the Knowledge of the Company, any note, bond, mortgage, indenture, contract,
agreement, lease, license, permit, franchise or other instrument or obligation to which the
Company or any of the Company Subsidiaries is a parfy or by which the Company or any of the
Company Subsidiaries or its or any of their respective properties is bound or affected, except in
each case for any such conflicts, defaults or violations which, individually or in the aggregate,
would not have a Company Material Adverse Effect. Without limiting the generality of the
foregoing, as of the Effective Time, (i) the Company and the Company Subsidiaries shall be in
compliance in all material respects with the applicable provisions of the Occupational and Safety
Health Act of 1970, as amended, and the regulations promulgated thereunder, and (ii) none of the
Company or any of the Company Subsidiaries shall have been advised of any fact or
circumstance or set of facts or circumstances which would cause the Company or any of the
Company Subsidiaries to fail to be in material compliance with such provisions.

(b) The Company and the Company Subsidiaries hold all permits, licenses,
easements, franchises, land rights, variances, exemptions, consents, certificates, orders and
approvals from Governmental Entities that are necessary to the operation of the business of the
Company and the Company Subsidiaries as it is now being conducted (collectively, the
"Company Permits"), except where the failure to have such Company Permits would not,
individually or in the aggregate, have a Company Material Adverse Effect. The Company and
the Company Subsídiaries are in compliance with the terms of the Company Permits except, in
each case, where the failure to so comply would not, individually or in the aggregate, have a
Company Material Adverse Effect.

ll
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(c) All filings required to be made by the Company or any of the Company
Subsidiaries since December 31,2009 under any applicable Laws or Orders relating to the
regulation of public utilities have been frled with the appropriate PUC or Environmental Agency
or any other appropriate Governmental Entity (including, without limitation, to the extent
required, the state public utility regulatory agencies in New Hampshire), as the case may be,
including all forms, statements, reports and agreements and all documents, exhibits, amendments
and supplements appertaining thereto, including but not limited to all rates, tariffs, franchises,
service agreements and related documents and all such filings complied, as of their respective
dates, in all material respects with all applicable requirements of the appropriate Laws or Orders,
except for such filings or such failures to comply that would not, individually or in the aggregate,
have a Company Material Adverse Effect.

Section 3.07 SEC Filines: Financial Statements.

(a) The Company's Annual Report on Form 10-K for the fiscal year ended
December 3I,2009, and each other form, report and document filed or to be frled by it under the
Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder (the
"Securities Act") or the Exchange Act with the Securities and Exchange Commission (",SãC')
subsequent to December 31, 2009 and prior to the Closing Date (collectively , the "Filed
Company SEC Reports") (i) was prepared in all material respects in accordance with the
requirements of the Securities Act or the Exchange Act including the applicable forms
thereunder, as the case may be, and (iÐ did not at the time it was filed (or if amended or
superseded by a filing prior to the date of this Agreement, then on the date of such frling) contain
any untrue statement of a material fact or omit to state a material fact required to be stated
therein or necessary in order to make the statements therein, in the light of the circumstances
under which they were made, not misleading. None of the Company Subsidiaries is required to
file any form, report or other document with the SEC or any national securities exchange or
quotation service or comparable Govemmental Entity.

(b) Each of the consolidated financial statements (including, in each case, any
related notes thereto) contained in the Filed Company SEC Reports was prepared in accordance
with United States generally accepted accounting principles ("GAAP') applied on a consistent
basis throughout the periods involved (except as may be indicated in the notes thereto), and each
fairþ presents in all material respects the consolidated financial position, the results of
operations and the cash flows of the Company and the Company Subsidiaries as of the respective
dates thereof or for the respective periods set forth therein, except that the unaudited interim
financial statements included therein were or are subject to normal and recurring year-end
adjustments which were not or are not expected to be material in amount. The books and records
of the Company and each Company Subsidiary accurately reflect in all material respects the
assets, liabilities, financial condition and results of operations of the Company or such Company
Subsidiary and have been maintained in all material respects in conformity with GAAP. Except
as disclosed in Section 3.07(b) of the Company Disclosure Schedule with respect to meetings
since December 31, 2009 for which minutes have not been approved, the minute books and other
similar records of the Company and each Company Subsidiary contain complete and accurate
records, in all material respects, of all votes taken since December 3I, 1999 at any meeting of the
shareholders or directors of such entity and of all written consents executed since December 3 1,
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1999 n lieu of such meetings, in each case as required to be so reflected, recorded or taken under
applicable Law.

(c) Section 3.07(c) of the Company Disclosure Schedule sets forth a list of all
registration statements and prospectuses which the Company maintains effective under the
Securities Act. No such registration statement or prospectus contains an untrue statement of a
material fact or omits to state a material fact required to be stated therein or necessary in order to
make the statements therein, in light of the circumstances under which they were made, not
misleading.

(d) Except as disclosed in the Filed Company SEC Reports, neither the
Company nor any Company Subsidiaries has entered into any transaction with any director,
officer or other affiliate of the Company or any Company Subsidiary or any transaction that
would be subject to proxy statement disclosure pursuant to Item 404 of Regulation S-K.

(e) Each of the principal executive officer and the principal financial officer
of the Company (or each former principal executive officer and former principal financial officer
of the Company, as applicable) has made all certifications required under Sections 302 attd906
of the Sarbanes-Oxley Act of 2002 with respect to the Filed Company SEC Reports, and the
Company has made available to Acquirer a suÍìmary of any disclosure made by the Company's
management to the Company's auditors and the audit committee of the Company Board referred
to in such certifications. (For purposes of the preceding sentence, "principal executive officer"
and "principal financial officer" shall have the meanings ascribed to such terms in the Sarbanes-
Oxley Actof2002.)

(Ð The Company maintains a system of internal control over financial
reporting (as defined in Rules 13a-15(f) and 15d-15(f¡ of the Exchange Act) (the "Company's
Internal Control System") sufficient to provide reasonable assurance to the Company and the
Company Board (i) that the Company maintains records that in reasonable detail accurately and
fairly reflect their respective transactions and dispositions of assets in all material respects,
(ii) that transactions of the Company and the Company Subsidiaries are recorded as necessary to
permitpreparation of financial statements in conformity with GAAP, (iii) that receipts and
expenditures of the Company and the Company Subsidiaries are executed only in accordance
with authorizations of management and the Company Board and (iv) regarding prevention or
timely detection of the unauthorized acquisition, use or disposition of the Company's assets that
could have a material effect on the Company's financial statements. The Company has
evaluated the effectiveness of the Company's Internal Control System and, to the extent required
by applicable Law, presented in any applicable Filed Company SEC Report that is a report on
Form 10-K or Form 10-Q or any amendment thereto its conclusions about the effectiveness of
the Company's Internal Control System as of the end of the period covered by such report or
amendment based on such evaluation. To the extent required by applicable Law, the Company
has disclosed, in any applicable Filed Company SEC Report that is a report on Form 10-K or
Form lO-Q or any amendment thereto, any change in the Company's Internal Control System
that occurred during the period covered by such report or amendment that has materially
affected, or is reasonably likely to materially affect, the Company's Internal Control System.
The Company has disclosed, based on the most recent evaluation of the Company's Internal
Control System, to the Company's auditors and the audit committee of the Company Board
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(Ð all significant deficiencies and material weaknesses, if any, in the design or operation of the
Company's Internal Control System that are reasonably likely to adversely affect the Company's
ability to record, process, summarize and report financial information and (B) any fraud, whether
or not material, that involves management or other employees who have a significant role in the
Company's Internal Control System.

Section 3.08 Absence of Certain Changes or Events.

Except as set forth in the Filed Company SEC Reports and except as set forth in
Section 3.08 of the Company Disclosure Schedule, since December 3I,2009:

(a) there has not been any Company Material Adverse Effect, and To the
Knowledge of the Company, no fact or condition exists that will, or is reasonably likely to, cause
a Company Material Adverse Effect;

(b) the Company and the Company Subsidiaries have carried on their
respective businesses in the ordinary and usual course substantially consistent with past
practices;

(c) neither the Company nor any of the Company Subsidiaries has declared,
paid or set apart any sum or property for any dividend or other distribution, or paid or transferred
any funds or property to any equity holder of the Company or any Company Subsidiary, or,
directly or indirectly, acquired any of its capital stock;

(d) neither the Company nor any of its Subsidiaries has increased the wages,
salaries, compensation, pensions or other fringe benefits or perquisites payable to any executive
officer, employee or director from the amount thereof in effect as of December 31,2009 (which
amounts have been previously disclosed to Acquirer), granted any severance or termination pay,
entered into any contract to make or grant any severance or termination pay or paid any bonus,
other than year-end bonuses for 2009 as listed in Section 3.08 of the Company Disclosure
Schedule;

(e) neither the Company nor any of the Company Subsidiaries has suffered
any strike, work stoppage, slowdown or other labor disturbance;

(Ð there has not been any material change in any of the accounting methods,
principles or practices of the Company or any of the Company Subsidiaries, or a material change
(other than normal recurring depreciation) in the value at which assets were carried on the
December Company Balance Sheet (as defined in Section 3.09); and

(g) neither the Company nor any Company Subsidiary has received any
written notice, or, To the Knowledge of the Company, any oral or other communication
reasonably indicating the intention of any Person to terminate any material agreement with the
Company or any Company Subsidiary, or any written notice, or, To the Knowledge of the
Company, any oral or other communication reasonably indicating, from any matenal customer or
material supplier of the Company or any Company Subsidiary, that it intends to cease doing
business with, materially change the price or other terms on which business is transacted with, or
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materially reduce the volume of business transacted with, the Company or any Company
Subsidiary.

Section 3.09 No Undisclosed Liabilities.

Neither the Company nor any of the Company Subsidiaries has any liability or obligation
of any nature whatsoever (whether known, unknown, absolute, accrued, contingent or otherwise)
except liabilities (a) adequately provided for in the Company's audited balance sheet (including
any related notes thereto) as of December 31,2009 (the"December Company Balance Sheef'),
(b) incuned on or before December 3I,2009 in the ordinary course of business and not required
under GAAP to be reflected on the December Company Balance Sheet, (c) incurred since
December 31,2009 in the ordinary course of business substantially consistent with past practice,
(d) incurred in connection with this Agreement, (e) disclosed in the Filed Company SEC Reports
or Section 3.09 of the Company Disclosure Schedule, or (f) which would not individually or in
the aggregate have a Company Material Adverse Effect.

Section 3.10 Absence of Litigation.

Except for claims, actions, suits, proceedings or investigations that would not,
individually or in the aggregate, have a Company Material Adverse Effect, and except as

otherwise specified in Section 3.10 of the Company Disclosure Statement, there are no other
claims, actions, suits, proceedings or investigations pending before any Governmental Entity or,
To the Knowledge of the Company, threatened against the Company or any of the Company
Subsidiaries, or any properties or rights of the Company or any of the Company Subsidiaries by
any Person. Neither the Company nor any of the Company Subsidiaries is subject to any
outstanding Order that could reasonably be expected to result in a Company Material Adverse
Effect or that could reasonably be expected to prevent or delay the Company in any material
respect from performing its obligations under, or consummating the transactions contemplated
by, this Agreement.

Section 3.11 Emplo)¡ee Benefit Plans: Emplo)¡ment Agreements.

(a) Section 3.1 1(a) of the Company Disclosure Schedule sets forth a list, with
respect to the Company and the Company Subsidiaries, of the following plans, agreements or
arrangements (collectively the "Company Employee Plans"): (i) all employee pension plans (as
defined in Section 3(2) of the Employee Retirement Income Security Act of 7974, as amended
("ER[SA")), maintained or contributed to by the Company or the Company Subsidiaries on
behalf of employees and intended to qualifr under Section a01(a) of the Internal Revenue Code
of 1986 as amended (the "Code"); (ii) all employee welfare plans (as defined in Section 3(1) of
ERISA) maintained or contributed to by the Company or the Company Subsidiaries on behalf of
employees; (iii) all other stock option or stock purchase arrangements with employees not set
forth in Section 3.03 of the Company Disclosure Schedule; (iv) all other employment, executive
compensation, consulting or severance agreements, written or otherwise, between the Company
or any of the Company Subsidiaries and any individual who is an employee of or consultant to
the Company or any of the Company Subsidiaries where the aggregate amount of expense during
the last fiscal year or the aggregate amount of payments in any future one year period exceeds
$25,000; and (v) all other pension, excess benefit, bonus, incentive or deferred compensation
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affangements with employees. There have been made available to Acquirer copies of (i) each
such written Company Employee Plan, (ii) the most recent annual report on Form 5500, with
accompanying schedules and attachments, filed with respect to each Company Employee Plan
required to make such a filing, and (iii) the most recent acluaial valuation for each Company
Employee Plan subject to Title IV of ERISA.

(b) Except as set forth in Section 3.11(a) of the Company Disclosure
Schedule, (i) none of the Company Employee Plans provides retiree medical or life insurance
benefits to any former employee of the Company or a Company Subsidiary (other than post-
employment benefits provided in accordance with the health care continuation provisions of the
Consolidated Omnibus Budget Reconciliation Act of 1985, as amended, or comparable state
law), and none of the Company Employee Plans is a "multiemployer plan" as such term is
defined in Section 3(37) of ERISA; (ii) all Company Employee Plans are in material compliance
with the applicable requirements prescribed by ERISA and the Code, and the Company and the
Company Subsidiaries have performed all material obligations required to be performed by them
under each of the Company Employee Plans; (iii) each Company Employee Plan intended to
qualifu under Section a01(a) of the Code and each trust intended to qualifu under Section 501(a)
of the Code is the subject of a favorable determination letter from the Internal Revenue Service
(the "lRÎ') or the time within which an application for such a determination with respect to any
such plan may be filed has not expired; (iv) all contributions required to be made to any
Company Employee Plan pursuant to Section 412 of the Code, or the terms of the Company
Employee Plan or any collective bargaining agreement, have been made on or before their due
dates; (v) with respect to each Company Employee Plan, no "reportable event" within the
meaning of Section 4043 of ERISA (excluding any such event for which the 30 day notice
requirement has been waived under the regulations to Section 4043 of ERISA) nor any event
described in Section 4062, 4063 or 4041of ERISA has occurred; (vi) neither the Company nor
any Company Subsidiary has incurred, and neither the Company nor any Company Subsidiary
reasonably expects to incur, any liability under Title IV of ERISA (other than liability for
premium payments to the Pension Benefit Guaranty Corporation arising in the ordinary course);
(vii) there is no pending or, To the Knowledge of the Company or any Company Subsidiary,
threatened litigation, administrative action or proceeding relating to any Company Employee
Plan (other than claims for benefits in the ordinary course of business) that can reasonably be
expected to give rise to any material liability to the Company or any Company Subsidiary or to
affect adversely the tax-qualified status of any Company Employee Plan; and (viii) the execution
and delivery of this Agreement and the consummation of the transactions contemplated hereby
will not increase the amount of, accelerate the time of payment of, or the vesting of
compensation (including, by way of clarification and not limitatioû, ffiy severance or
displacement pay) payable to any employee under any Company Employee Plan.

(c) Attached to Section 3.11(c) of the Company Disclosure Schedule are true
and complete copies of the Company's 1995 Stock Option Plan, the 2000 Stock Option Plan that
has been amended and restated as the 2009 Equity Incentive Plan (together, the "Company Stock
Option Plans"), including the form of option certificates, grant agreements and other documents
related to such Company Stock Option Plans. Section 3.11(c) of the Company Disclosure
Schedule sets forth a true and complete list of each individual who holds any Company Stock
Option as of the date hereof, together with the number of shares of Company Common Stock
subject to such Company Stock Option, the option price of such Company Stock Option (to the
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extent determined as of the date hereof), the vesting Schedule of such Company Stock Option,
whether such Company Stock Option is intended to qualifu as an incentive stock option within
the meaning of Section 422(b) of the Code and the expiration date of such option.

(d) Section 3.11(d) of the Company Disclosure Schedule sets forth a true and
complete list of (i) all employment agreements by and between the Company or any of the
Company Subsidiaries and their employees and officers; (ii) each agreement with a consultant
who is an individual, natural person obligating the Company or any of the Company Subsidiaries
to make annual cash payments in an amount exceeding $50,000; and (iii) all plans, programs,
agreements and other arrangements of the Company or any of the Company Subsidiaries with or
relating to its employees which contain change of control or similar provisions.

Section 3.12 Emplovment and Labor Matters.

(a) There are no controversies pending or, To the Knowledge of the
Company, threatened, between the Company or any of the Company Subsidiaries and any labor
organization and/or any of their respective employees or any representative of any portion of
their employees, which controversies could, individually or in the aggregate, have a Company
Material Adverse Effect. Neither the Company nor any of the Company Subsidiaries is a party to
any collective bargaining agreement or other labor union contract applicable to persons
employed by the Company or the Company Subsidiaries, except for the Labor Contract (as

defined in Section 3.05(a) of the Company Disclosure Schedule). The Company's and the
Company Subsidiaries' unionized employees comprise a single bargaining unit for purposes of
applicable labor laws. The Labor Contract is a valid collective bargaining agreement covering
the Company's and the Company Subsidiaries' bargaining unit. Neither the Company nor any of
the Company Subsidiaries has breached any provision of the Labor Contract which breach has a
Company Material Adverse Effect. To the Knowledge of the Company, there are no activities or
proceedings of any labor union to organize any employees other than those covered by the Labor
Contract; and, To the Knowledge of the Company, there are no pending strikes or lockouts, or
any material slowdowns, work stoppages, or threats thereof, by or with respect to any employees
of the Company or any of the Company Subsidiaries that would have, individually or in the
aggregate, a Company Material Adverse Effect.

(b) Neither the Company nor any of the Company Subsidiaries has violated,
in a manner that would reasonably be expected to have a Company Material Adverse Effect, any
provision of Law or Order regarding the terms and conditions of employment of employees,
former employees, or prospective employees or other labor related matters, including without
limitation, Laws, Orders and awards relating to discrimination, fair labor standards and
occupational health and safety, wrongful discharge or violation of the personal rights of
employees, former employees or prospective employees. Neither the Company nor any of the
Company Subsidiaries has reduced its workforce in such a way as to trigger the requirement to
give notice under the Federal Worker Adjustment and Retraining Notification Act, and/or the
New Hampshire Worker Adjustment and Retraining Notification Act NH RSA Chapter 275-F.

(c) The Company has reached agreement with the labor organtzationparty to
the Labor Contract, and has established for all employees who are part of the bargaining unit
under the Labor Contract, an agreement that, To the Knowledge of the Company, is binding with
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respect to severance benefits described on Section 3.12 of the Company Disclosure Schedule and
any other effects on any employee resulting from the Merger and the other transactions
contemplated by this Agreement. The Company has provided to the Acquirer a copy of such
agreement, and Section 3 .12(c) of the Company Disclosure Schedule sets forth an accounting,
which is accurate in all material respects, of the cost of all severance payments payable
thereunder.

Section 3.13 Title to Prope4v.

Except for Liens set forth in Section 3.13 of the Company Disclosure Schedule, the
Company and each of the Company Subsidiaries have good and marketable title to all of their
properties and assets, free and clear ofall Liens, except Liens for taxes not yet due and payable
and such Liens or other imperfections of title, if any, as do not materially detract from the value
of or interfere with the present use of the property affected thereby or which would not,
individually or in the aggregate, have a Company Material Adverse Effect. To the Knowledge of
the Company, all leases pursuant to which the Company or any of the Company Subsidiaries
leases from others material amounts of real or personal property, are in good standing, valid and
effective in accordance with their respective terms and there is not, To the Knowledge of the
Company, under any of such leases, any existing default or event of default (or event which with
notice or lapse of time, or both, would constitute a default), except where the lack of such good
standing, validity and effectiveness or the existence of such default would not, individually or in
the aggregate, have a Company Material Adverse Effect.

' 
Section 3.14 Real and Personal Propertv.

Except for such matters that would not, individually or in the aggregate, have a Company
Material Adverse Effect:

(a) The Company and the Company Subsidiaries own or have sufficient rights
and consents to use under existing franchises, leases, easements and license agreements all real
property (including all buildings, ftxtures and other improvements thereto) necessary for the
conduct oftheirbusinesses and operations as currently conducted; and all suchproperty is in
good condition and repair and is suitable in all material respects for the purpose for which it is
now being used in the conduct of the businesses of the Company and the Company Subsidiaries.
Without limiting the generality of the foregoing, To the Knowledge of the Company, neither it
nor any of the Company Subsidiaries has any material capital improvements, capital
expenditures or alterations to any oftheir respective real properties or facilities required by
applicable health and safety, water quality or other Laws except as set forth on Section 3.14(a) of
the Company Disclosure Schedule. To the Knowledge of the Company, the description of
capital improvement programs by the Regulated Company Subsidiaries set forth in their
respective filings with the New Hampshire Public Utilities Commission (*NHPUC') do not
contain any untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary in order to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

(b) To the Knowledge of the Company, all personal property that is owned by
the Company or any of the Company Subsidiaries or used by any of them in the conduct of the
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businesses of the Company and the Company Subsidiaries is in good working condition, subject
to normal wear and tear, and is suitable in all material respects for the purposes for which it is
now beitg used in the conduct of the businesses of the Company and the Company Subsidiaries.

Section 3.15 Water Ouality.

The water supplied by the Company and the Company Subsidiaries to their respective
customers complies with all applicable standards for quality, quantity and safety of water
imposed by applicable Laws and Orders, except where lack of compliance with such standards
would not, individually or in the aggregate, have a Company Material Adverse Effect.

Section 3.16 Regulation as a Utilitv.

The Company Subsidiaries set forth in Section 3.16 of the Company Disclosure Schedule
("Regulated Company Subsidiaries") are regulated as public utilities in New Hampshire only.
Neither the Company nor any Company Subsidiary or any affiliate of the Company is subject to
regulation as a public utility or public service company (or similar designation) by any other
state in the United States, by the United States or any agency or instrumentality of the United
States or by any foreign country. Except as set forth in Section 3.16 of the Company Disclosure
Schedule, all assets which are included in the rate base calculations of the Regulated Company
Subsidiaries are "used and useful" within the meaning of NH RSA Chapter 378:28, and no assets
of the Company or any of the Regulated Company Subsidiaries have been disallowed in any
ratemaking procedure before the NHPUC.

Section 3.17 Taxes.

(a) For purposes of this Agreement, "Tax" ot "Taxes" shall mean taxes, fees,
levies, duties, tariffs, imposts, and governmental impositions or charges of any kind in the nature
of (or similar to) taxes, payable to any federal, state, local or foreign taxing authority, including
(without limitation) (i) income, franchise, profits, gross receipts, ad valorem, net worth, value
added, sales, use, service, real or personal property, special assessments, capital stock, license,
payroll, withholding, employment, social security, workers' compensation, unemployment
compensation, utility, severance, production, excise, stamp, occupation, premiums, windfalt
profits, transfer and gains taxes, and (ii) interest, penalties, additional taxes and additions to tax
imposed with respect thereto; anduTax Returns" shall mean returns, reports, and information
statements with respect to Taxes required to be filed with the IRS or any other taxing authority,
domestic or foreign, including, without limitation, consolidated, combined and unitary tax
returns.

(b) The Company and the Company Subsidiaries have timely filed all Tax
Returns required to be filed by them, except for any Tax Returns as to which the failure to file,
individually or in the aggregate, would not have a Company Material Adverse Effect. To the
Knowledge of the Company, all such frled Tax Returns are complete and correct in all material
respects. The Company and the Company Subsidiaries have paid and discharged all Taxes
shown as due on such Tax Returns in connection with or with respect to the periods or
transactions covered by such Tax Returns and have paid all other Taxes as are due, except such
as are being contested in good faith by appropriate proceedings (to the extent that any such
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proceedings are required) and except as may be determined to be owed upon completion of any
Tax Return not yet filed based upon an extension of time to file, and there are no other Taxes that
would have a Company Material Adverse Effect if asserted by a taxing authority, except with
respect to which the Company is maintaining reserves to the extent currently required. All tax
reserves that the Company is maintaining are set forth on Section 3.17(b) of the Company
Disclosure Schedule. There are no Tax Liens on any assets of the Company or any Company
Subsidiary thereof and neither the Company nor any of the Company Subsidiaries has granted
any waiver of any statute of limitations with respect to, or any extension of a period for the
assessment of any Tax. The accruals and reserves for Taxes (including deferred taxes) reflected
in the December Company Balance Sheet are in all material respects adequate to cover all Taxes
required to be accrued through the date thereof (including interest and penalties, if any, thereon
and Taxes being contested) in accordance with GAAP. Except as set forth on Section 3.17(b) of
the Company Disclosure Schedule neither the Company nor any Company Subsidiary: (i) has
any unamortized adjustments attributable to a change in accounting method under Section 481 of
the Code; (ii) has liability for the Taxes of any other entity or person under Treasury Regulation
Section 1.1502-6 as a transferee or successor, by contract or otherwise; (iii) has ever been
included in a consolidated or combined Tax Return (other than a consolidated group the common
parent of which is the Company); or (iv) is currently under examination or audit by any Tax
authority or has been notif,red that it will be under examination or audit.

Section 3.18 Environmental Matters.

Except in all cases as have not had and would not, individually or in the aggregate, have a

Company Material Adverse Effect, To the Knowledge of the Company, the Company and each
of the Company Subsidiaries: (i) have given all notifications and obtained all applicable permits,
licenses and other authorizations (collectively, the "Environmental Permits") that are required to
be given or obtained under all applicable federal, state or local Laws or any regulation, code,
plan, Order, decree, judgment, notice or demand letter issued, entered, promulgated or approved
thereunder relating to pollution or protection of human health and the environment, including
Laws relating to emissions, discharges, releases or threatened releases of pollutants,
contaminants, wastes or hazardous or toxic materials or substances (including petroleum or its
fractions, asbestos or polychlorinated biphenyls) into ambient air, surface water, ground water, or
land or otherwise relating to the manufacture, processing, distribution, use, treatment, storage,
disposal, transport, or handling of pollutants, contaminants, wastes or hazardous or toxic
materials or substances ("Environmental Laws") by the Company or the Company Subsidiaries
(or their respective agents), which Environmental Permits are in full force and effect; (ii) are in
compliance with all terms and conditions of such Environmental Permits; (iii) are in compliance
with all limitations, restrictions, conditions, standards, prohibitions, requirements, obligations,
schedules and timetables contained in applicable Environmental Laws; (iv) as of the date hereof,
are not aware of nor have received written notice, or, To the Knowledge of the Company, have
received any oral or other notice, of any past or present violations of Environmental Laws or
Environmental Permits or any event, condition, circumstance, activity, practice, incident, action
or plan which is reasonably likely to interfere with or prevent continued compliance with
Environmental Permits or which would give rise to any coÍrmon law or statutory liability, or
otherwise form the basis of any claim, action, suit or proceeding, against the Company or any of
the Company Subsidiaries based on or resulting from the manufacture, processing, distribution,
use, treatment, storage, disposal, transport or handling, or the emission, discharge or release into
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the environment, of any pollutant, contaminant, waste or hazardous or toxic material or
substance; and (v) have taken all actions necessary under applicable Environmental Laws to
register any products or materials required to be registered by the Company or the Company
Subsidiaries (or any of their respective agents) thereunder. Reflected in Section 3 . I 8 of the
Company Disclosure Schedule is a complete list of all Environmental Permits currently held by
the Company or any Company Subsidiary. The Company and the Company Subsidiaries have
delivered or otherwise made available to Acquirer complete and correct copies of all reports,
studies or analyses currentþ in the possession of Company and/or the Company Subsidiaries or
prepared since December 31, 1999 for the Company or any Company Subsidiary pertaining to
pollutants, contaminants, wastes or hazards or toxic materials or substances (including petroleum
and its fractions, asbestos, and poþhlorinated biphenyls) in, or, beneath or adjacent to any
property currently or formerly owned, operated or controlled by Company or any Company
Subsidiary. All such reports, studies or analyses are listed in Section 3.18 of the Company
Disclosure Schedule.

Section 3.19 Intellectual Propertv.

The Company or the Company Subsidiaries owns, leases or licenses all Company
Intellectual Property Rights necessary to conduct the business of the Company, except where the
failure to own, lease or license such rights would not have a Company Material Adverse Effect.
Except for such claims, infringements and misappropriations that would not have a Company
Material Adverse Effect, (i) there has been no claim made against the Company or any of the
Company Subsidiaries asserting the invalidity, misuse or unenforceability of any Company
Intellectual Properly Rights, (ii) the Company is not aware of any infringement or
misappropriation of any Company Intellectual Property Rights, and (iii) To the Knowledge of the
Company, neither the Company nor any of the Company Subsidiaries has infringed or
misappropriated any intellectual property rights of any other entity. As used herein, "Company
Intellectual Property Rights" means any trademark, servicemark, registration therefor or
application for registration therefor, trade name, invention, patent, patent application, trade
secret, know-how, copyright, copyright registration, application for copyright registration, or any
other similar type of proprietary intellectual property, in each case owned, leased or licensed and
used or held for use by the Company or any of the Company Subsidiaries.

Section3.20 Insurance.

Section 3.20 of the Company Disclosure Schedule sets forth a list, with respect to the
Company and the Company Subsidiaries, of all material insurance policies and contracts in effect
as of the date of this Agreement. All property, automobile liability, workers compensation,
employer's liability, fue and casualty, general liability, business intemrption, product liability,
professional liability and sprinkler and water damage insurance policies maintained by the
Company or any of the Company Subsidiaries are, To the Knowledge of the Company, with
reputable insurance carriers, provide, To the Knowledge of the Company, full and adequate
coverage from all normal risks incident to the business of the Company and the Company
Subsidiaries and their respective properties and assets, except as would not, individually or in the
aggregate, have a Material Adverse Effect. Neither Company nor any Company Subsidiary has
received any notice of cancellation or termination with respect to any insurance policy, and each
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of the Company and each Company Subsidiary has fulfrlled all of its material obligations under
each insurance policy, including the timely payment of premiums.

Section 3.21 Brokers.

No broker, finder or investment banker (other than Boenning & Scattergood, Inc.) is
entitled to any brokerage, finder's or other fee or commission in connection with the transactions
contemplated by this Agreement based upon affangements made by or on behalf of the Company
or any of the Company Subsidiaries. The Company has heretofore furnished to Acquirer a
complete and correct copy of all agreements between the Company and Boenning &
Scattergood, Inc. pursuant to which such frm would be entitled to any payment relating to the
transactions contemplated hereunder.

Section3.22 Rishts Agreement.

The Company Board has taken all action necessary so that the execution of this
Agreement, the announcement and the consummation of the Merger and the other transactions
contemplated by this Agreement will not cause the preferred share purchase rights (the
"Rights "), as such term is defined in that certain Rights Agreement dated as of April20, 2000, as

such Rights Agreement has been amended from time to time, between the Company and
American Stock Transfer & Trust Company LLC, as Rights Agent (the"Company Rights
Agreement"), to become exercisable or result in either Acquirer or Acquisition Subsidiary or any
of their affiliates being considered as an "Acquiring Person" or the occurrence of a "Distribution
Date" or a "Shares Acquisition Date" (as such terms are defined in the Company Rights
Agreement). The Company has provided Acquirer with copies of its resolutions and other
documents by which it has taken action under this Section 3.22.

Section 3.23 Capital Budeet.

Attached to Section 3.23 of the Company Disclosure Schedule is a true and complete
copy of the Company's 2010 budget for any pending capital project of the Company or any
Company Subsidiary as of June 30, 2010. To the Knowledge of the Company, except as set
forth on Section 3.23 of the Company Disclosure Schedule, such projects are proceeding on-
schedule and on-budget, and to the Knowledge of the Company it has no dispute with any
contractor performing work on the projects, cost ovemrn, labor stoppage, refusal to proceed,
breach, default or any other deviation or development which would reasonably be expected to
have a Company Material Adverse Effect.

Section 3.24 Stock Purchase Plan.

Attached to Section 3.24 of the Company Disclosure Schedule is a true and complete
copy of the Company's Dividend Reinvestment and Common Stock Purchase Plan dated April
14,2009, as amended, or approved by the Company's Board of Directors to be amended,
through the date of this Agreement (the"Company Stock Purchase Pløn"). The Company Board
has taken all actions necessary under the Company Stock Purchase Plan to suspend the purchase
of shares of Company Common Stock thereunder, effective as of 12:01 A.M. on the business day
next following the Effective Date.
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Section3.25 Information Supplied.

None of the information supplied or to be supplied by the Company for inclusion or
incorporation by reference in the Proxy Statement will, at the date it is first mailed to the
Company's stockholders or at the time of the Company Stockholders Meeting (as defined in
Section 6.05(b)), contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary in order to make the statements therein, in light of the
circumstances under which they are made, not misleading. The Proxy Statement will comply as

to form in all material respects with the requirements of the Exchange Act and the rules and
regulations thereunder, except that no representation is made by the Company with respect to
statements made or incorporated by reference therein based on information supplied in writing
by Acquirer or Acquisition Subsidiary for inclusion or incorporation by reference therein.

Section 3.26 Authorized Powers.

Section 3.26 of the Company Disclosure Schedule lists all bank accounts and safe deposit
boxes maintained by the Company and each Company Subsidiary and the names of persons
having signature authority with respect thereto or access thereto.

ARTICLE IV.

REPRESENTATIONS AND WARRANTIES OF ACQUIRER

Acquirer represents and warrants to the Company that:

Section 4.01 Authority: Execution and Delivery: Enforceabilitv.

(a) Subject to Section 8.01, Acquirer has all requisite municipal power and
authority to execute and deliver this Agreement and, upon satisfaction of the conditions to
Closing set forth in Article VII, to consummate the transactions contemplated hereby. The
execution and delivery by Acquirer of this Agreement have been duly authorizedby all
necessary municipal action on the part of Acquirer, including, without limitation, the vote by a
minimum of ten (10) members of the Acquirer Governing Body authonzng the execution of this
Agreement by the Acquirer as described in that certain letter from Acquirer's Corporation
Counsel to the Company Board dated as of the date hereof. Acquirer has duly executed and
delivered this Agreement, and, assuming the due authorization, execution and delivery by the
Company, and subject to Section 8.01, this Agreement will constitute a legal, valid and binding
obligation of Acquirer, enforceable against Acquirer in accordance with its terms, except to the
extent that enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium,
fraudulent transfer or other similar Laws of general applicability relating to or affecting the
enforcement of creditors' rights and by the effect of the principles of equity (regardless of
whether enforceability is considered in a proceeding in equity or at law).

(b) Acquisition Subsidiary by the Effective Time, will have the corporate
power and authority to execute, deliver and perform its obligations under this Agreement and to
consummate the transactions contemplated hereby. The execution, delivery and performance of
this Agreement by Acquisition Subsidiary by the Effective Time will have been duly authorized
by its board of directors. This Agreement will by the Effective Time be duly and validly
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executed and delivered by Acquisition Subsidiary and constitute a valid and binding agreement
of Acquisition Subsidiary, enforceable in accordance with its terms, except to the extent that
enforceability may be limited by bankruptcy, insolvency, reorgarization, moratorium, fraudulent
transfer or other similar Laws of general applicability relating to or affecting the enforcement of
creditors' rights and by the effect of the principles of equity (regardless of whether enforceability
is considered in a proceeding in equity or at law).

Section 4.02 No Conflicts: Consents.

The execution and delivery by Acquirer of this Agreement do not, and the consummation
of the transactions contemplated hereby and compliance with the terms hereof will not, result in
any violation of or default (with or without notice or lapse of time, or both) under, or give rise to
a right of termination, cancellation or acceleration of any obligation under, or result in the
creation of any Lien upon any of the properties or assets of Acquirer or Acquisition Subsidiary
under, any provision of (i) any statute, rule, regulation or Law of the State of New Hampshire,
(ii) with respect to Acquisition Subsidiary, the articles of incorporation, by-laws or other
organtzationdocuments of Acquisition Subsidiary, or (iii) any note, bond, mortgage, indenture,
contract, agreement, lease or other instrument or obligation to which Acquirer or Acquisition
Subsidiary is a party or by which any of its respective properties or assets is bound, other than
any such items that, individually and in the aggregate, have not had and would not reasonably be
expected to have a material adverse impact on Acquirer or Acquisition Subsidiary.

Section 4.03 Information Supplied.

None of the information supplied or to be supplied by Acquirer or Acquisition Subsidiary
for inclusion or incorporation by reference in the Proxy Statement will, at the date it is frst
mailed to the Company's stockholders or at the time of the Company Stockholders Meeting,
contain any untrue statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein, in light of the circumstances
under which they are made, not misleading.

Section 4.04 Brokers.

No broker, investment banker, financial advisor or other Person (other than C.W. Downer
& Co.) is entitled to any broker's, finder's, financial advisor's or other similar fee or commission
in connection with the transactions contemplated hereby based upon arangements made by or on
behalf of the Acquirer or Acquisition Subsidiary.

ARTICLE V.

COVENAI{TS RELATING TO CONDUCT OF BUSINESS

Section 5.01 Conduct of Business.

(a) Except for matters set forth in Section 5.01 of the Company Disclosure
Schedule, matters expressly agreed to in writing by Acquirer and matters otherwise expressly
permitted by this Agreement, from the date of this Agreement to the earlier to occur of the date
of the termination of this Agreement in accordance with Article VIII or the Effective Time, the
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Company shall, and shall cause each Company Subsidiary to, conduct the business of the
Company and the Company Subsidiaries in the usual, regular and ordinary course in
substantially the same manner as previously conducted and use all commercially reasonable
efforts to preserve intact its current business organization, keep available the services ofits
current officers and employees, and maintain its existing relationships with customers, suppliers
and others having business dealings with them. Without limiting the generality of the foregoing
and except for matters set forth in Section 5.01(a) of the Company Disclosure Schedule, the
Company shall, and shall cause each of the Company Subsidiaries to, observe the following
covenants and take the following actions except with the prior written consent of Acquirer,
which consent will be given or denied within a reasonable time after any written request for such
consent:

(Ð make all required filings and use all commercially reasonable
efforts to pursue any rate case filed by any of the Regulated Company Subsidiaries and
pending with the NHPUC as of the date of this Agreement, and keep the Acquirer
reasonably apprised of the status of any such case; it being agreed and acknowledged that
the Company will notify the Acquirer prior to taking any position in any such case which
is inconsistent with any prior position taken in such case;

(iÐ file any additional rate cases as the Company, in its reasonable
discretion, considers appropriate; provided that Acquirer shall have been notified of the
same at least fifteen (15) business days prior to such filing;

(iiÐ maintain inventories of supplies, materials and other consumables
(including spare parts for machinery and equipment and water treatrnent chemicals) used
in the operations of the Company and the Company Subsidiaries in the ordinary course of
business and at levels substantially consistent with recent past practice;

(iv) make all prepayments in the ordinary course of business at levels
substantially consistent with recent past practice;

(v) pay or accrue, in accordance with GAAP, all Taxes;

(vi) maintain customer deposits in the normal course of business and at
levels substantially consistent with recent past practice;

(vii) notifr the Acquirer prior to renewing any insurance;

(viii) maintain accounts for contributions in aid of construction
(*CIAC') in the normal course of business and refrain from entering into any new CIAC
agreements without prior notice to Acquirer;

(ix) maintain all machinery and equipment (including automobiles) in
the normal course of business substantially consistent with recent past practice;

(x) replace all filter media in the normal course of business
substantially consistent with recent past practice and in accordance with the requirements
of the manufacturer of the relevant treatment equipment;
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(xi) maintain all information technology licenses in the normal course
of business substantially consistent with recent past practice;

(xii) dispose of any and all pollutants, contaminants, waste or hazardous
or toxic materials or substances in accordance with all applicable Environmental Laws;
and

(xiii) continue the suspension as of the date of this Agreement of the
issuance of shares of Company Common Stock under the Company Stock Purchase Plan
as provided in Section 3.25 of this Agreement.

(b) In addition, except for matters set forth in Section 5.01(b) of the Company
Disclosure Schedule, matters expressly agreed to in writing by Acquirer and matters otherwise
expressly permitted by this Agreemen! from the date of this Agreement to the earlier to occur of
the date of the termination of this Agreement in accordance with Article VIII or the Effective
Time, the Company shall not, and shall not permit any Company Subsidiary to, do any of the
following without the prior written consent of Acquirer which consent will be given or denied in
the sole reasonable discretion of Acquirer within a reasonable time after any written request for
such consent:

(Ð (A) except for regular quarterly dividends in an amount per share
equal to no more than the most recent dividend per share of Company Common Stock
paid prior to the date of this Agreement, declare, set aside or pay any dividends on, or
make any other distributions in respect of, any of its capital stock, other than dividends
and distributions by a direct or indirect wholly owned Company Subsidiary to its parent,
(B) split, combine or reclassiff any of its capital stock or issue or authorize the issuance
of any other securities in respect of, in lieu of or in substitution for shares of its capital
stock, or (C) purchase, redeem or otherwise acquire any shares of capital stock of the
Company or any Company Subsidiary or any other securities thereof or any rights,
warrants or options to acquire any such shares or other securities;

(iÐ issue, deliver, sell or grant (A) any shares of its capital stock,
(B) any other voting securities, (C) any securities convertible into or exchangeable for, or
any options, warrants or rights to acquire, any such shares, voting securities or
convertible or exchangeable securities, or (D) any "phantom" stock, "phantom" stock
rights, stock appreciation rights or stock-based performance units, other than the issuance
of Company Common Stock (and associated rights under the Company Rights
Agreement) upon the exercise of Company Stock Options outstanding on the date of this
Agreement and in accordance with the provisions of Section 2.01(e), in the numbers and
to those persons set forth in the Company Disclosure Schedule;

(iiÐ amend its articles of incorporation, by-laws, limited liability
company agreement or other comparable charter or organizational documents;

(iv) except as substantially consistent with the Company's practice
since December3l,2007, and except forpurchases of property, plant, equipment,
inventory and supplies in the ordinary course of business substantially consistent with
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such past practice, acquire or agree to acquire (Ð by merging or consolidating with, or
by purchasing a substantial equity interest in or portion of the assets of, or by any other
manner, any business or any corporation, parhrership, joint venture, association or other
business organization or division thereof, (B) any assets that are material, individually or
in the aggregate, to the Company and the Company Subsidiaries taken as a whole, or
(C) any water system;

(v) except as disclosed in Section 5.01(b)(v) of the Company
Disclosure Schedule, (A) grant to any current or former director or executive officer of
the Company or any Company Subsidiary any material increase in compensation, except
in the ordinary course of business and generally consistent with past practices, (B) grant
to any current or fonner director or executive officer of the Company or any Company
Subsidiary any increase in severance or termination pay, except to the extent required
under any agreement in effect as of the date of the most recent audited financial
statements included in the Filed Company SEC Reports, (C) enter into or amend any
employment, consulting, indemnification, severance or termination agreement with any
such director or executive officer or enter into or amend any other transaction that would
be or is subject to proxy statement disclosure pursuant to Item 404 of Regulation S-K,
(D) establish, adopt, enter into or amend in any material respect the Labor Contract or
any other collective bargaining agreement, (E) take any action to accelerate any rights or
benefits, or make any material determinations not in the ordinary course of business
consistent with prior practice, under the Labor Contract or any other collective bargaining
agreement, or (F) forgive any indebtedness of any employee of the Company or any
Company Subsidiary in excess of $25,000 in the aggregate;

(vi) make any change that, individually or in the aggregate, is material
to the Company's information systems or any accounting methods, principles or practices
affecting the reported consolidated assets, liabilities or results of operations of the
Company and the Company Subsidiaries except insofar as may have been required by a
change in GAAP;

(vii) except as set forth in Section 5.01(b)(vii) of the Company
Disclosure Schedule, sell, lease (as lessor), license or otherwise dispose of, or subject to
any Lien, any real estate or other properties or assets, except (A) sales or dispositions of
obsolete or worthless assets or (B) sales of assets where the total price paid by one or
more purchasers in a single transaction is less than $50,000 or a series of related
transactions is less than $150,000;

(viii) except as set forth in Section 5.01(b)(viii) of the Company
Disclosure Schedule and except as specified in Section 5.01(b)(iv), (A) incur any
indebtedness for borrowed money or guarantee any such indebtedness of any Person,
(B) issue or sell any debt securities or warrants or other rights to acquire any debt
securities of the Company or any Company Subsidiary, (C) guarantee any debt securities
of any Person, or (D) make any loans to, or investments in, any Person, other than loans
to or investments in the Company or any direct or indirect wholly-owned Subsidiary of
the Company;
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except for the total amount of the Company's capitalbudget
identified in Section 3.24 of the Company's Disclosure Schedule, and except for the total
estimated 20Il capital budget disclosed by the Company in its 2009 Form 10-K, and
except as set forth in Section 5.01(b)(ix) of the Company Disclosure Schedule, make or
agree to make new capital expenditures that are in excess of or will exceed $300,000 in
any three-month period;

(x) (A) pay, discharge or satis$z any claims, liabilities or obligations
(absolute, accrued, asserted or unasserted, contingent or otherwise) in excess of $50,000
individually or $ 100,000 in the aggregate, other than the payment, discharge or
satisfaction, in the ordinary course of business substantially consistent with past practice
or in accordance with their terms, of liabilities reflected or reserved against in, or
contemplated by, the most recent consolidated financial statements (or the notes thereto)
of the Company included in the Filed Company SEC Reports or incurred in the ordinary
course of business substantially consistent with past practice þrovided that with respect
thereto Acquirer consent shall not be unreasonably withheld), (B) cancel any
indebtedness owed to it in excess of $50,000 individually or in the aggregate or waive
any claims or rights of substantial value, or (C) waive the benefits of, or dgree to modiff
in any manner, any confidentiality, standstill or similar agreement to which the Company
or any Company Subsidiary is a party;

(xi) enter into, renew, extend, amend, modifu, waive any material
provision of, or terminate any lease or similar commitment, in any case providing for
payments in excess of $100,000 over the term of such lease or commitment (or until the
date on which such lease or commitment may be terminated by the Company or any
Company Subsidiary without penalty);

(xii) except as required by their terms, enter into, terminate or breach in
any material respect (or take or fail to take any action, that, with or without notice or
lapse of time or both, would become a material breach) or materially amend any Material
Contract, other than as set forth in Section 5.0l(b)(xii) of the Company Disclosure
Schedule;

(xiii) except with respect to the eminent domain dispute between the
Company and Acquirer, coûrmence any litigation or arbitration other than in accordance
with past practice or settle any other litigation or arbitration for money damages or other
relief in excess of $ 100,000, or if as part of such settlement the Company or any
Company Subsidiary would agree to any restrictions on its operations, or which relates to
this Agreement or the transactions contemplated hereby;

(xiv) elect or appoint any director or officer of the Company or any
Company Subsidiary, except as necessary to replace in the ordinary course of business
any director or officer who ceases to be a director or officer of the Company or any
Company Subsidiary;

(xv) take any action that would reasonably be expected to result in the
inability to satis$r the conditions to closing set forth in Section 7.02;
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(xvi) except as set forth in Section 5.0l(b)(xvi) of the Company
Disclosure Schedule, liquidate, dissolve or effect arccapitalization or reorganization in
any form of transaction of the Company and/or any Subsidiary;

(xvii) make any material election with respect to Taxes (in the ordinary
course of business substantially consistent with recent past practice) or settle or
compromise any material Tax liability or refund;

(xviii) invest funds in debt securities or other investments maturing more
than 60 days after the date of investment, except as set forth in Section 5.01(b)(xviii) of
the Company Disclosure Schedule; or

(xix) enter into any contract with respect to, or otherwise authorize,
agree or commit to do any of the actions described in Section 5.01(b)(i)-(xviii).

(c) The Company shall use its reasonable best efforts to promptly advise
Acquirer orally and in writing of any change or event of which the Company becomes aware that
has or would reasonably be expected to have a Company Material Adverse Effect. No such
notice shall be deemed effective for purposes of determining whether the conditions set forth in
Section 7.02(a) are satisfied.

Section 5.02 No Solicitation.

(a) The Company agrees that neither it nor any Subsidiary of the Company
shall, and that it shall use its reasonable best efforts to cause its and their respective
representatives not to, directly or indirectly: (i) solicit, initiate or knowingly encourage, or take
any other action knowingly to facilitate, any inqurry with respect to, or the making, submission
or announcement of, any proposal or offer that constitutes, or may reasonable be expected to
constitute, a Company Alternative Proposal; (ii) enter into, maintain, participate in or continue
any discussions or negotiations regarding, or furnish to any person any nonpublic information
with respect to, any proposal that constitutes, or may reasonably be expected to constitute, a
Company Alternative Proposal, or in response to any inquiries or proposals that may reasonably
be expected to lead to any Company Alternative Proposal, except to notiff such person as to the
existence of the provisions of this Section 5.02; (iii) agree to, approve, endorse or recommend
any Company Alternative Proposal; (iv) authorize or permit any of its or its Subsidiaries'
representatives to take any such action; or (v) enter into any letter of intent or similar document
or any agreement o¡ commitment providing for any Company Alternative Proposal (except as
contemplated by Section 8.02(h) and except for confidentiality agreements permitted under
Section 5.02(b)). Subject to Section 5.02(b), the Company shall not release any third party from,
or waive any provision of, any confidentiality or standstill agreement to which it is a party. The
Company shall, and shall use its reasonable best efforts to cause its and the Subsidiaries'
representatives to, (i) immediately cease and cause to be terminated any discussions or
negotiatioTs with any parties that may have been conducted heretofore with respect to a
Company Altemative Proposal, (ii) with respect to third parties with whom discussions or
negotiations have been terminated on or prior to the date of this Agreement, use its reasonable
best efforts to obtain the return or the destruction of, in accordance with the terms of the
applicable confidentiality agreement, conñdential information previously furnished by the
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Company, its Subsidiaries or its or their Representatives, and (iii) cause any physical or virrual
data room to no longer be accessible to or by any person other than Acquirer and its Affiliates.

(b) The Company will promptly notifu Acquirer orally (and then in writing
within 24 hours) after it or any of its Subsidiaries has received any proposal, inquiry, offer or
request relating to or constituting a Company Alternative Proposal, any request for discussions or
negotiations, or any request for information relating to the Company or the Subsidiaries in
connection with a Company Alternative Proposal or a potential Company Alternative Proposal or
for access to the properties or books and records thereof of which the Company or any of the
Subsidiaries or any of their respective representatives is or become aware, or any amendments to
the foregoing. Such notice to Acquirer shall indicate the identity of the person making such
proposal and the terms and conditions of such proposal, if any. The Company shall also
promptly provide Acquirer with (i) a copy of any written notice or other written communication
from any person informing the Company or any of the Subsidiaries or their respective
representatives that it is considering making, or has made a proposal regarding, a Company
Alternative Proposal, (ii) a copy or any Company Alternative Proposal (or any amendment
thereof) received by the Company or any of the Subsidiaries, and (iii) such other details of any
such Company Alternative Proposal that Acquirer may reasonably request. Thereafter, the
Company shall promptly (and in any event within 24 hours) keep Acquirer reasonably informed
on a current basis of any change to the terms of any such Company Alternative Proposal.
Notwithstanding the limitations set forth in Section 5.02(a) and subject to compliance with this
Section 5.02(b), if the Company receives a Company Alternative Proposal (that did not arise or
result from any breach of this Section 5.02) at any time prior to obtaining the Company
Stockholder Approval (i) which constitutes a Company Superior Proposal, or (ii) which the
Board of Directors of the Company determines in good faith, after consultation with the
Company's outside legal counsel and financial advisors, could reasonably be expected to result,
after the taking of any of the actions referred to in clause (x), (y) or (z) below, in a Company
Superior Proposal, the Company may take any or all of the following actions: (x) furnish
nonpublic information to the third party (and any persons working in concert with such third
party and to their respective potential financing sources and representatives) making any such
Company Alternative Proposal, if, and only if, prior to so furnishing such information, the
Company receives from the third party an executed confidentiality agreement (it being
understood that such confidentiality agreement and any related agreements shall not include any
provision calling for any exclusive right to negotiate with such party or having the effect of
prohibiting the Company from satisfying its obligations under this Agreement and shall contain a
standstill provision substantially similar to the standstill provision in the Confidentiality
Agreement to the extent such provisions remain in effect (it being agreed that such
confidentiality agreement need not contain any particular standstill provision to the extent the
Company irrevocably and simultaneously releases Acquirer from such corresponding standstill
provision)); (y) engage in discussions or negotiations with the third party (and such other
persons) with respect to the Company Alternative Proposal; and (z) release any third party from,
or waive any provision of, a confidentiality or standstill provision to which it is a party if, in the
case of this clause (z), the Company Board determines in good faith (after consultation with
outside legal counsel) that such action is necessary under applicable Law in order for the
directors to comply with their fiduciary duties to the Company's stockholders.
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(c) Except as expressly permitted by this Section 5.02, the Company Board
shall not (i) withdraw or modiff, or propose publicly to withdraw or modiff, in a manner adverse
to Acquirer, the Company Recommendation, (ii) approve or recoÍtmend, or propose publicly to
approve or recoûtmend, any Company Alternative Proposal, or (iii) cause the Company or any
Company Subsidiary to enter into any letter of intent, agreement in principle, acquisition
agreement or other similar agreement related to any Company Alternative Proposal (any event or
action described in clause (Ð, (iÐ or (iii), a"Company Change of Recommendation").

(d) In response to the receipt of a Company Alternative Proposal (that did not
arise or result from a breach of this Section 5.02) thathas not been withdrawn, at any time prior
to obtaining the Company Stockholder Approval, the Company Board may effect a Company
Change of Recommendation but only if the Company Board has concluded in good faith, after
consultation with the Company's financial advisors and outside legal counsel, that (x) such
Company Alternative Proposal constitutes a Company Superior Proposal and (y) effecting a
Company Change of Recommendation is required for the Company Board to comply with its
fiduciary obligations to the Company and its stockholders under applicable Law. Nothing in this
Agreement shall prohibit or restrict the Company Board, in circumstances not involving or
relating to a Company Altemative Proposal, f¡om amending, modifying or withdrawing the
Company Recommendation to the extent that the Company Board determines in good faith (after
consultation with outside legal counsel) that such action is necessary under applicable Law in
order for the directors to comply with their fiduciary duties to the Company's stockholders.

(e) Nothing contained in this Agreement shall prohibit the Company or the
Company Board from disclosing to its stockholders a position contemplated by Rules l4d-9 and
l4e-2(a) promulgated under the Exchange Act, if, in the good faith judgment of the Company
Board, after consultation with its outside legal and financial advisors, such disclosure is required
in order for the Company Board to comply with its fiduciary obligation, or is otherwise required,
under applicable Law.

(Ð As used in this Agreement, "Company Alternative Proposal" shall mean
any unsolicited, bona fide, written proposal or any unsolicited bona ñde, written offer made by
any Person (other than a proposal or offer by Acquirer or any of its Affiliates) relating to: (i) any
merger, amalgamation, consolidation, share exchange, recapitalization, liquidation, dissolution or
other business combination transaction, or a "merger of equals," in each case involving the
Company; (ii) the acquisition by any Person or "group" of Persons, directly or indirectly, of
twenty percent (20%) or more of the consolidated assets of the Company and its Subsidiaries;
(iii) the acquisition by any Person or "group" of Persons of twenty percent (20%) or more of any
class of equity securities of the Company; or (iv) any tender offer or exchange offer that, if
consummated, would result in any Person or group of Persons beneficially owning twenty
percent (20%) or more of any class of equity securities of the Company.

(g) As used in this Agreement "Company Superior Proposal," shall mean a
Company Alternative Proposal that the Company Board determines in good faith, after
consultation with the Company's financial advisors and outside legal counsel and after taking
into account relevant financial, legal, regulatory, estimated timing of consummation and other
aspects of such proposal and the person or group making such proposal, is more favorable to the
Company and its stockholders than the Merger. For purposes of the definition of "Company
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Superior Proposal, " each reference to 20Yo in the definition of "Company Alternative Proposal'
shall be replaced with"50Yo."

(h) Notwithstanding anything to the contrary contained herein, the Company
may not terminate this Agreement pursuant to Section 8.02(h) unless and until: (x) the Company
has promptly (and in any event, within twenty-four (24) hours) provided a written notice to
Acquirer (a"Superior Proposal Notice") advising Acquirer that the Company has received a
Company Altemative Proposal and speciÛzing the information required by Section 5.02(b) and
including written notice of the determination of the Company Board that the Company
Alternative Proposal constitutes a Company Superior Proposal; (y) the Company has provided
Acquirer with an opportunity, for a period of five (5) business days from the date of delivery to
Acquirer of the Superior Proposal Notice (the"Notice Period'), to amend (the"Right to Match-)
the terms and conditions of this Agreement and the Merger, including an increase in, or
modification of, the Merger Consideration (any such proposed transaction, a"Revised
Transaction"), such that the Company Superior Proposal no longer constitutes a Company
Superior Proposal; and (z)(1) during such Notice Period, the Cornpany and its representatives
negotiate in good faith with Acquirer and its representatives with respect to such Revised
Transaction and(2) at the end of such Notice Period, the Company Board, has determined that
the Company Superior Proposal continues to be a Company Superior Proposal notwithstanding
the Revised Transaction and taking into account all amendments and proposed changes made
thereto during the Notice Period.

Section 5.03 Companlr Stock Option Plans.

The Company shall take all action necessary to implement the measures set forth in
Section 2.01(e) with respect to the Company Stock Option Plans.

ARTICLE VI.

ADDITIONAL AGREEMENTS

Section 6.01 Rights Agreement.

The Company Board shall take all action reasonably requested in writing by Acquirer in
order to render the Company Rights Agreement inapplicable to the transactions contemplated
hereby. Except as approved in writing by Acquirer, the Company Board shall not (i) amend the
Company Rights Agreement, (ii) redeem the Rights, or (iii) take any action with respect to, or
make any determination under, the Company Rights Agreement, in each case that would
adversely affect the ability of Acquirer or Acquisition Subsidiary to effect the Merger on the
terms set forth in this Agreement. The Parties acknowledge and agree that an amendment to the
Company Rights Agreement solely to extend the term of the Company Rights Agreement in
accordance with its terms would not adversely affect the ability of the Acquirer or Acquisition
Subsidiary to effect the Merger.

Section 6.02 Eminent Domain Agreement.

The parties acknowledge that they have agreed to resolve and settle the eminent domain
dispute pursuant to the Settlement Agreement.
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Section 6.03 Acquirer Govemine Body Ratification Vote: Financing.

(a) Acquirer shall take all steps necessary to duly call, give notice of, convene
and hold a meeting of the Acquirer Governing Body for the purpose of taking action by an
affirmative vote of not less than ten (10) members of the Acquirer Governing Body (i) to
approve and ratifr, pursuant to NH RSA 38:13 the issuance of bonds and notes necessary to
defray the costs to be incurred by Acquirer to consummate the Merger pursuant to this
Agreement (if so approved and ratifted,the"Acquirer Ratification Vote"), and (ii) to make the
findings required by the Special Legislative Authority (if so made, the "Acquirer Special
Findings Vote").

(b) After both the Acquirer Ratification Vote and the Acquirer Special
Findings Vote are obtained, Acquirer shall use commercially reasonable best efforts to obtain the
financing contemplated by the Acquirer Ratification Vote (the "Financingl'). Acquirer shall
prepare necessary documentation reasonably required to effect the Financing, including any
official statements (provided that the Company and its counsel shall be given reasonable
opportunity to review and comment on any such official statements prior to their finalization).

(c) Acquirer shall notifli the Company promptly of the receipt of any
information concluding that there is a substantial reason to believe that the Financing
contemplated by the Acquirer Ratification Vote cannot be obtained.

Section 6.04 Reeulatory Matters.

(a) The parties hereto shall cooperate with each other and use their
commercial best efforts promptly to prepare and file all necessary documentation, to effect all
applications, notices, petitions and filings, and to obtain as promptþ as practicable all permits,
consents, approvals and authorizations of all third parties and Governmental Entities which are
necessary or advisable to consummate the transactions contemplated by this Agreement
(including, without limitation, the Merger). Acquirer and the Company shall have the right to
review in advance, and to the extent practicable each will consult with the other on, in each case
subject to applicable Laws relating to the exchange of information, all the information relating to
Acquirer or the Company, as the case may be, or any of their respective Subsidiaries, which
appear in any filing made with or written materials submitted to, any third party or any
Governmental Entity in connection with the transactions contemplated by this Agreement. In
exercising the foregoing right, each of the parties hereto shall act reasonably and as promptly as
practicable. The parties hereto agree that they will consult with each other with respect to the
obtaining of all permits, consents, approvals and authorizations of all third parties and
Governmental Entities necessary or advisable to consummate the transactions contemplated by
this Agreement, and eachparty will keep the other apprised of the status of matters relating to the
completion of the transactions contemplated hereby. For purposes of this Section 6.04(a),
"Governmental Entity" shall not include the Acquirer Governing Body.

(b) Acquirer and the Company shall, upon request, furnish each other with all
information concerning themselves, their Subsidiaries, directors, officers and stockholders and
such other matters as may be reasonably necessary or advisable in connection with any
statement, filing, notice or application made by or on behalf of Acquirer, the Company or any of
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their respective Subsidiaries to any Governmental Entity in connection with the Merger and the
other transactions contemplated by this Agreement.

(c) Acquirer and the Company shall promptly furnish each other with copies
of written communications received by Acquirer or the Company, as the case may be, or any of
their respective Subsidiaries or Affiliates from, or delivered by any of the foregoing to, any
Governmental Entþ in respect of the transactions contemplated hereby. For purposes of this
Section 6.04(c),"Governmental Entity" shall not include the Acquirer Governing Body.

(d) For the avoidance of doubt, the parties shall cooperate with each other and
use their commercial best efforts to prepare promptly a petition with the NHPUC to obtain as
promptly as practicable all approvals of the NHPUC which are necessary or advisable to
consummate the transactions contemplated by this Agreement (including, without limitation, the
Merger), and further, the parties intend that such petition to the NHPUC shall reflect the intent of
Acquirer as of the Effective Time (i) to operate, conduct and manage the businesses of the
Regulated Company Subsidiaries as "public utilities" within the meaning of NHRSA Chapter
362 n the ordinary course consistent in all material respects with prior regulatory status and
operating practice of each of the Regulated Company Subsidiaries, and (ii) to include in the rate
base of the Regulated Company Subsidiaries an acquisition premium to be recovered through
rates with a retum that, together with other components of the rates of the Regulated Company
Subsidiaries, will be sufficient to enable Acquirer to satisff all operating and debt service costs
of the Regulated Company Subsidiaries and Acquirer's obligations under the Financing.

Section 6.05 Preparation of Prox)¡ Statement: Stockholders Meeting.

(a) The Company shall, at such time after both the Acquirer Ratification Vote
and the Acquirer Special Findings Vote are obtained as the Company shall determine in its
reasonable discretion, prepare and file with the SEC a proxy statement relating to the approval of
the Merger at the Company Stockholders Meeting, meeting the requirements of SEC Schedule
144 (the "Proxy Statement"), in preliminary form þrovided that Acquirer and its counsel shall
be given reasonable opportunity to review and comment on the Proxy Statement prior to its filing
with the SEC), and each of the Company and Acquirer and Acquisition Subsidiary shall use its
reasonable best efforts to respond as promptly as practicable to any comments of the SEC with
respect thereto. The Company shall notify Acquirer promptly of the receipt of any comments
from the SEC or its staff and of any request by the SEC or its staff for amendments or
supplements to the Proxy Statement or for additional information and shall supply Acquirer with
copies of all correspondence between the Company or any of its representatives, on the one
hand, and the SEC or its staff, on the other hand, with respect to the Proxy Statement. If at any
time prior to receipt of the Company Stockholder Approval there shall occur any event that
should be set forth in an amendment or supplement to the Proxy Statement, the Company shall
promptly prepare and mail to its stockholders such an amendment or supplement.

(b) The Company shall, at such time after the Acquirer Ratification Vote and
the Acquirer Special Findings Vote are obtained as the Company shall determine in its
reasonable discretion, take all action necessary in accordance with the NHBCA and the
Company Charter and the Company By-Laws to duly call, give notice of, convene and hold a
meeting of its stockholders as promptly as reasonably practicable following the date of this
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Agreement, and subject to the last sentence of this Section 6.05(b), for the purpose of obtaining
the Company Stockholder Approval (the"Company Stockholders Meeting") and, subject to
Section 5.02(c) or (d), shall include in the Proxy Statement the recommendations of its Board of
Directors that its stockholders approve and adopt this Agreement, the Merger and the other
transactions contemplated hereby (the "Company Recommendation"). Subject to Section 5.02,
the Company will use its commercially reasonable best efforts to solicit from its stockholders
proxies in favor of the adoption and approval of this Agreement and the approval of the Merger.
Neither the commencement, disclosure, announcement or submission to the Company of any
Company Alternative Proposal (whether or not a Company Superior Proposal), nor any
furnishing of information, discussions or negotiations with respect thereto, nor any decision or
action by the Company Board to effect a Company Change of Recommendation shall give the
Company any right to delay, defer or adjourn the Company Stockholders Meeting.
Notwithstanding the foregoing, the Company may adjourn or postpone the Company
Stockholders Meeting to the extent reasonably necessary to ensure that any required supplement
or amendment to the Proxy Statement is provided to the Company's stockholders or to permit the
dissemination of information which is material to stockholders voting at the Company
Stockholders Meeting, or, if as of the time the Company Stockholders Meeting is scheduled (as
set forth in the Proxy Statement), there are insufficient shares of Company Common Stock
represented (either in person or by proxy) to constitute a quorum necessary to conduct the
business of the Company Stockholders Meeting or for the adoption and approval of this
Agreement and the approval of the Merger.

Section 6.06 Access to Information: Confidentiality.

(a) Subject to Section 6.06(b) below, the Company shall, and shall cause each
Company Subsidiary to, afford to Acquirer, and to Acquirer's officers, accountants, counsel,
financial advisors, underwriters, financing sources, subcontractors and other representatives,
upon reasonable notice by Acquirer to any of the Company's executive officers, reasonable
access during normal business hours during the period prior to the Effective Time to all their
respective properties, books, contracts, commitments, personnel and records and, during such
period, the Company shall, and shall cause each Company Subsidiary to, fumish promptly to
Acquirer such information concerning its business, properties, assets, customers, consultants and
personnel as Acquirer may reasonably request; provided, however, that (i) direct access to
personnel below the executive officer level shall be provided as reasonably determined by one or
more of the executive officers of the Company, and (ii) the Company may withhold the
documents and information described in Section 6.06 of the Company Disclosure Schedule to the
extent required to comply with the terms of a confidentiality agreement with a third party in
effect on the date of this Agreement; provided further, that the Company shall use reasonable
efforts to obtain, as promptly as practicable, any consent from such third party required to permit
the Company to furnish such documents and information to Acquirer. Subject to Section 6.06(b)
below, the Company hereby consents, and shall cause each Company Subsidiary to consent, to
Acquirer's and Acquirer's officers, accountants, counsel, financial advisors, underwriters,
financing sources, subcontractors and other representatives contacting and conducting
discussions, in a reasonable fashion, with wholesale (but not retail) customers of the Company
and each Company Subsidiary and will, upon reasonable notice from Acquirer to an executive
officer of the Company, request such customers to cooperate during normal business hours
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during the period prior to the Effective Time with any reasonable requests made by or on behalf
of Acquirer.

(b) Acquirer and the Company are parties to that certain Confidentiality
Agreement, dated of even date herewith, a copy of which is attached to this Agreement as

Exhibit D (the "Confidentiality Agreement"). Acquirer and the Company shall comply with the
terms of such Confidentiality Agreement.

Section 6.07 Reasonable Efforts: Notification.

(a) Upon the terms and subject to the conditions set forth in this Agreement,
each ofthe parties shall use its reasonable best efforts to take, or cause to be taken, all reasonable
actions, and to do, or cause to be done, and to assist and cooperate with the other parties in
doing, all things reasonably necessary, proper or advisable to consummate and make effective, in
the most expeditious manner practicable, the transactions contemplated hereby, including
without limitation (i) the obtaining of all necessary actions or non-actions, waivers, consents and
approvals from any and all Governmental Entities, and the making of all necessary registrations
and frlings (including filings with Governmental Entities, if any) and the taking of all reasonable
steps as may be necessary to obtain an approval or waiver from, or to avoid an action or
proceeding by, any Govemmental Entity, (ii) the obtaining of all necessary consents, approvals
or waivers from third parties, (iii) the defending of any lawsuits or other legal proceedings,
whether judicial or administrative, challenging this Agreement or the consummation of the
transactions contemplated hereby, including, when reasonable, seeking to have any stay or
temporary restraining order entered by any court or other Governmental Entity vacated or
reversed, and (iv) the execution and delivery of any additional instruments necessary to
consummate the transactions contemplated hereby and to fully carry out the purposes of this
Agreement; provided, however, that the obligations set forth in this sentence shall not be deemed
to have been breached as a result of actions by the Company expressly permitted under
Section 5.02 or 8.02. In corurection with and without limiting the foregoing, the Company and
the Company Board shall, at the request of Acquirer: (i) take all action within its power
reasonably requested by Acquirer as necessary to ensure that no state takeover statute or similar
statute or regulation is or becomes applicable to this Agreement or the transactions contemplated
hereby; and (ii) if any state takeover statute or similar statute or regulation becomes applicable to
this Agreement or the transactions contemplated hereby, take all action within its power
reasonably requested by Acquirer as necessary to ensure that the transactions contemplated
hereby may be consummated as promptly as practicable on the terms contemplated by this
Agreement and otherwise to minimize the effect of such statute or regulation on the transactions
contemplated hereby.

(b) The Company shall give prompt notice to Acquirer, and Acquirer and
Acquisition Subsidiary shall give prompt notice to the Company, of (i) any representation or
warranty made by it becoming untrue or inaccurate in any material respect (without giving
duplicative effect to any materiality qualifier), or (ii) the failure by it to comply with or satisfu in
any material respect (without giving duplicative effect to any materiality qualifier) any covenant,
condition or agreement to be complied with or satisfied by it under this Agreement; provided,
however, that no such notification shall affect the representations, warranties, covenants or
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agreements of the parties or the conditions to the obligations of the parties under this Agreement
unless specifically agreed in writing to the contrary.

(c) For purposes of this Section 6.07,"Governmental Entity" shall not include
the Acquirer Goveming Body.

Section 6.08 Compan)¡ Emplo)¡ee Plans.

(a) Following the Effective Time, Acquirer shall cause the Surviving
Corporation to honor and perfonn, pursuant to their terms, all obligations of the Company under
each and every Company Employee Plan, provided, however, that nothing contained herein shall
limit any reserved right in any Company Employee Plan to amend, modiSz, suspend, revoke or
terminate any such plan as to non-vested benefits.

(b) Acquirer hereby acknowledges that a "change in control" (or similar
phrase) within the meaning of the employment agreements listed in Section 6.08(b) of the
Company Disclosure Schedule will occur at or prior to the Effective Time (as applicable).
Section 6.08(b) of the Company Disclosure Schedule lists all payments that are or could be due
to any employee of the Company or any Company Subsidiary upon the occuffence of a "change
in control" (or similar phrase) under the specific terms and conditions of each of the employment
agreements listed in Section 6.08(b) of the Company Disclosure Schedule.

Section 6.09 Indemnification: D&O Insurance. etc.

(a) Acquirer shall, to the fullest extent permitted by Law but subject to all
applicable conduct requirements, cause the Surviving Corporation (from and after the Effective
Time) to honor all the Company's obligations to indemnift, defend and hold harmless (including
any obligations to advance funds for expenses) the current and former directors and officers of
the Company and the Company Subsidiaries against all losses, claims, damages or liabilities
arising out of or incurred in corurection with, and amounts paid in settlement of, any claim,
action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative
and wherever asserted, bought or filed based upon alleged acts or omissions by any such
directors and officers occurring prior to the Effective Time (including without limitation any
alleged act or omission in connection with the Financing) to the maximum extent that such
obligations of the Company exist on the date of this Agreement, whether pursuant to the
Company Charter, the Company By-Laws, the NHBCA, individual indemnity agreements or
otherwise, and such obligations shall survive the Merger and shall continue in full force and
effect in accordance with the terms of the Company Charter, the Company By-Laws, the
NHBCA and such individual indemnity agreements from the Effective Time until the expiration
of the applicable statute of limitations with respect to any claims against such directors or
officers arising out of such acts or omissions, provided that, in the event that any claim for
indemnification is asserted or made within the applicable statute of limitations period, all rights
to indemnification in respect of such claim shall continue until the disposition of such claim. In
the event a current or former director or officer of the Company or any of the Company
Subsidiaries is entitled to indemnification under this Section 6.09(a), such director or officer
shall be entitled to reimbursement from the Company þrior to the Effective Time) or the
Surviving Corporation (from and after the Effective Time) for reasonable attorney fees and
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expenses incurred by such director or officer in pursuing such indemnification, including
payment of such fees and expenses by the Surviving Corporation or the Company, as applicable,
in advance of the final disposition of such action upon receipt of an undertaking by such current
or former director or offrcer to repay such payment if it shall be adjudicated that such current or
former director or officer was not entitled to such payment. The indemnity agreements of
Acquirer and the Surviving Corporation in this Section 6.09(a) shall extend, on the same terms
to, and shall inure to the benefit of and shall be enforceable by any present or former director,
officer or employee of the Company or any Company Subsidiary.

(b) For a period of six (6) years from and after the Effective Time, the
Surviving Corporation shall either cause to be maintained in effect the current policies of
directors' and ofTicerso insurance and f,rduciary liability insurance maintained by the Company or
its Subsidiaries or provide substitute policies or purchase a "tail policy," in either case, of at least
the same coverage and amounts containing terms and conditions and from carriers with
comparable credit ratings which are no less advantageous to the insureds with respect to claims
arising from facts or events, actions or omissions on or before the Effective Time, except that in
no event shall the Surviving Corporation be required to pay with respect to such insurance
policies in respect of any one policy year more than2}}To of the annual premium payable by the
Company for such insurance for the year ending December 3I,2009 (the "Maximum Amount"),
and if the Surviving Corporation is unable to obtain the insurance required by this Section
6.09(b) it shall obtain as much comparable insurance as possible for the years within such six-
year period for an annual premium equal to the Maximum Amount, in respect of each policy
year within such period. The Company may in lieu of the foregoing insurance coverage
purchase, prior to the Effective Time, a six-year prepaid "tail policy" on terms and conditions (in
both amount and scope) providing substantially equivalent benefits, and from a carrier or carriers
with comparable credit ratings, as the current policies of directors' and officers' liability
insurance and fiduciary liability insurance maintained by the Company and its Subsidiaries with
respect to matters arising on or before the Effective Time, covering without limitation the
transactions contemplated hereby.

(c) Subject to Section 6.09(d), the provisions that are set forth in Article V,
Sections l-7 of the Surviving Corporation's By-Laws, and Article XII of the Surviving
Corporation's Articles of Incorporation shall not be amended, repealed or otherwise modified for
a period of six (6) years from the Effective Time in any manner that would affect adversely the
rights thereunder of individuals who at or at any time prior to the Effective Time were directors,
officers, employees or other agents of the Company.

(d) If the Surviving Corporation or any of its successors or assigns
(i) consolidates with or merges into any other Person and shall not be the continuing or surviving
corporation or entity of such consolidation or merger and the continuing or surviving entity does
not assume the obligations of the Surviving Corporation set forth in this Section 6.09, or
(ii) transfers all or substantially all of its properties and assets to any Person, then, and in each
such case, proper provision shall be made so that the successors and assigns of the Surviving
Corporation assume, as a matter of Law or otherwise, the obligations set forth in this
Section 6.09.
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Section 6.10 Public Announcements.

Acquirer and Acquisition Subsidiary, on the one hand, and the Company, on the other
hand, shall consult with each other before issuing, and provide each other the opportunity to
review and comment upon any press release or other public statements with respect to the
transactions contemplated hereby prior to the issuance ofany such press release or any such
public statement, except that aparty may, without providing the other party the opporhrnity to
review and comment upon any press release or other public statements, issue such press release
or make such public statement as the party may determine, in good faith after consultation with
counsel, is required by applicable Law, court process or by obligations pursuant to any listing
agreement with any national securities exchange, if such party has used reasonable best efforts to
consult with the other party.

Section 6.1 1 Stockholder Litieation.

The Company shall give Acquirer the opportunity to participate in the defense or
settlement of any stockholder litigation against the Company and/or its directors relating to this
Agreement or the transactions contemplated hereby; provided, however, that Acquirer shall have
the right to prevent the Company from entering into any such settlement without Acquirer's
consent, which consent shall not be unreasonably withheld or delayed, if Acquirer agrees to
indemniff the Company and each director of the Company for the amount of its, his or her
liability, if any, arising from the underþing claim, net of any insurance proceeds actually
received by such Person, that is in excess of the amount for which such Person would have been
liable under such settlement.

Section 6.12 Resignation of Directors.

At the Closing, the Company shall deliver to Acquirer evidence reasonably satisfactory to
Acquirer of the resignation of all directors of the Company and, as specified by the Acquirer, all
directors of each Subsidiary of the Company, in each case effective as of the Effective Time.

Section 6.13 Assignment of Agreement b)¡ Acquirer.

City, in its sole discretion, may assign its rights, interests and obligations under this
Agreement to a board or other municipal instrumentality duly established by the Acquirer
Governing Body. Upon assignment by City to such a board pursuant to this Section 6.13, such
board shall be treated as the Acquirer for all purposes under this Agreement. Any assignment
pursuant to this Section 6.13 shall be with recourse to City, as assignor.

Section 6.14 Acquisition Subsidiary.

Acquirer shall (a) cause the organization of Acquisition Subsidiary, (b) cause Acquisition
Subsidiary to execute a copy of this Agreement and deliver such executed copy to each of
Acquirer and the Company and (c) cause Acquisition Subsidiary to take all necessary action to
complete the Merger and the other transactions contemplated hereby subject to the terms and
agreements hereof.
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Section 6.15 No Inconsistent Actions.

Prior to the Effective Time, no party will enter into any transaction or make any
agreement or commitment, and will use its reasonable best efforts not to permit any event to
occur, that could reasonably be anticipated to result in (i) a denial of any of the Requisite
Regulatory Approvals or (ii) the imposition of any term, condition, obligation or restriction
described in Section 7.02(d).

Section 6.16 Financial and Other Statements.

(a) As soon as reasonably available, but in no event later than forty-five (45)
days after the end of each fiscal quarter ending after the date of this Agreement, the Company
will deliver to Acquirer the Company's Quarterly Report on Form 10-Q as filed with the SEC
under the Exchange Act. As soon as reasonably available, but in no event later than ninety (90)
days after the end of each fiscal year ending after the date of this Agreement, the Company will
deliver to Acquirer the Company's Annual Report on Form 10-K as filed with the SEC under the
Exchange Act. For all purposes under this Agreement and for all times after the date of this
Agreement,"Filed Company SEC Reports" shall include all reports provided by the Company to
Acquirer under this Section 6.I6(a).

(b) As soon as practicable, the Company shall furnish to Acquirer copies of
all financial statements and reports as the Company shall send to its stockholders, which
financial statements shall (i) fairly present in all material respects (subject, in the case of any
unaudited statements, to recurring audit adjustments normal in nature and amount), the results of
the consolidated operations and changes in stockholders' equity and the consolidated financial
position of the Company and the Company Subsidiaries for the respective periods or as of the
respective dates stated therein, (ii) comply in all material respects with applicable accounting
requirements and with the published rules of the SEC with respect thereto and (iii) be prepared in
accordance with GAAP. For all purposes under this Agreement and for all times after the date of
this Agreement,*Filed Company SEC Reporls" shall include all reports provided by the
Company to Acquirer under this Section 6.16(b).

(c) Promptly upon receipt thereof, the Company will furnish to Acquirer
copies of all internal control reports submitted to the Company or any of the Company
Subsidiaries by independent accountants in connection with each annual, interim or special audit
of the books of the Company or any of the Company Subsidiaries made by such accountants.

(d) Vy'ith reasonable promptness, the Company will furnish to Acquirer such
additional financial data as Acquirer may reasonably request.

Section 6.17 1033 Election b)¡ Shareholders and Stock Option Holders.

Acquirer and the Company hereby acknowledge that this Agreement, together with the
Settlement Agreement, represents a comprehensive settlement of the eminent domain dispute
between the parties in lieu of the threatened taking of substantially all the Company's assets by
the Acquirer by means of eminent domain. The Company may, in its sole discretion, include
information in the Proxy Statement regarding the application of Section 1033 of the Internal
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Revenue Code, or any other section of the Internal Revenue Code, to the transactions
contemplated by this Agreement.

Section 6.18 Perurichuck Water Services Corporation Contracts.

The Company shall take all action necessary so that at the Effective Time there shall be
no default or state of facts which with notice or lapse of time or both would constitute a material
default on the part of Pennichuck Water Services Corporation under any significant contract to
which PWSC is a party. If at the Effective Time (a) there shall be a material default or state of
facts which with notice or lapse of time or both would constitute a material default on the part of
Pennichuck Water Services Corporation under any significant contract and which would result in
a Company Material Adverse Effect, and (b) Acquirer determines that such default constitutes a
violation of the covenant made in this Section 6.18 and that Acquirer shall terminate this
Agreement, then this Agreement shall be terminated pursuant to Section 8.02(d); provided,
however, that in the event of such a termination, pursuant to Section 8.03(bXÐ all costs and
expenses incurred in connection with this Agreement shall be paid by the party incurring or
required to incur such expenses, and the Company shall not be required to pay Acquirer any
penalty amounts, liquidated damages and/or any other damages of any kind as the result of such
termination.

Section 6.19 Environmental Confirmation.

As soon as practicable following the Effective Date and prior to the Acquirer Ratification
Vote, the Company shall collect and analyze several samples from the stockpile of soil, rock and
asphalt located at 31 Will Street, Nashua, New Hampshire to test solely for the presence of
asbestos and PCBs. The Company shall fumish to Acquirer copies of the results of such testing.
If such testing indicates that such stockpile complies with applicable EPA and NHDES standards
for the reuse of road spoils containing PCBs and asbestos (the "Reuse Standards"), then no
further action will be required by the Company with respect to such stocþile, and the Company
shall be deemed to have satisfied the representation set forth in Section 3.18 with respect to such
stockpile as long as the Company continues to manage and maintain such stockpile consistent
with past practice. If such testing indicates levels of PCBs and/or asbestos above the Reuse
Standards, the Company shall remove such stockpile and then collect and analyze several
samples from the ground beneath the removed stockpile to test solely for the presence of
asbestos and PCBs in the soil beneath such stocþile. The Company shall furnish to Acquirer
copies of the results of such ground sampling tests prior to the Acquirer Ratification Vote. If
such testing indicates that the soil beneath the removed stockpile complies with applicable EPA
and NHDES standards for soil samples containing PCBs and asbestos ("Soil Standards"), then no
further action will be required by the Company with respect to such soil, and the Company shall
be deemed to have satisfied the representation set forth in Section 3. 1 8 with respect to the soil
and any replacement stockpile as long as the Company continues to manage and maintain such
stockpile and soil consistent with past practice. If the testing shows levels of PCBs and/or
asbestos above the Soil Standards, the Company shall prepare a comprehensive plan for
remediating the soil beneath the removed stockpile pursuant to applicable Soil Standards (the
"Remediation Plan") and present it to the Acquirer prior to the Acquirer Ratification Vote. Prior
to the date of the Acquirer Ratification Vote, Acquirer shall notiff the Company whether
Acquirer has determined that (a) the Remediation Plan is satisfactory to Acquirer, or (b) the
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events indicated by such testing and the Remediation Plan constitute a violation of the
representation set forth in Section 3.18 with the result that Acquirer shall terminate this
Agreement. If Acquirer notifres the Company that the Remediation Plan is satisfactory to
Acquirer, then the Company shall be deemed to have satisfied the representation set forth in
Section 3. I 8 with respect to the soil and any replacement stockpile as long as the Company
completes remediation in accordance with the Remediation Plan prior to the Effective Time and
continues to manage and maintain such stockpile consistent with past practice. If Acquirer
determines that the events indicated by such testing and the Remediation Plan constifute a
violation of the representation set forth in Section 3.18, then the Acquirer shall have the right to
terminate this Agreement pursuant to Section 8.02(d); provided, however, that in the event of
such a termination, pursuant to Section 8.03(bXÐ all costs and expenses incurred in connection
with this Agreement shall be paid by the party incurring or required to incur such expenses, and
the Company shall not be required to pay Acquirer any penaþ amounts, liquidated damages
and/or damages of any kind as the result of such termination.

AIITICLE VII.

CONDITIONS PRECEDENT

Section 7.01 Conditions to Each Pa4v's Obligation to Effect the Merger.

The respective obligations of each party to effect the Merger is subject to the satisfaction
or express written waiver on or prior to the Closing Date of the following conditions:

(a) Stockholder Approval. The Company Stockholder Approval shall have
been obøined.

(b) Acquirer Governing Body Approval. The Acquirer Governing Body shall
have obtained both the Acquirer Ratification Vote and the Acquirer Special Findings Vote.

(c) Requisite Regulatory Approvals. All necessary approvals, authorizations
and consents of all Governmental Entities required to consummate the Merger and the other
transactions contemplated by this Agreement shall have been obtained and shall remain in full
force and effect and all applicable statutory waiting periods in respect thereof shall have expired
or been terminated (a11 such approvals and the expiration of all such waiting periods being
referred to herein as the "Requisite Regulatory Approvals"). For purposes of this Agreement, the
term "Requisite Regulatory Approvals" means, to the extent deemed necessary by Acquirer:
(i) a final nonappealable order or orders of the NHPUC approving or authorizing or waiving
jurisdiction with respect to the Merger and granting any other necessary approvals with respect
to the Financing and the other transactions contemplated by this Agreement; and (ii) any other
material govemmental approvals or orders reasonably deemed necessary by Acquirer to be
necessary under applicable law.

(d) No Injunctions or Restraints. No statute, rule, regulation, executive Order,
decree, temporary restraining Order, preliminary or pennanent injunction or other Order enacted,
entered, promulgated, enforced or issued by any Governmental Entity or other legal restraint or
prohibition (other than the lack of the Requisite Regulatory Approvals) preventing the
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consuûtmation of the Merger shall be in effect; provided, however, that prior to asserting this
condition each ofthe parties shall have used all reasonable efforts to prevent the entry ofany
such injunction or other Order and to appeal as promptly as possible any such injunction or other
Order that may be entered.

Section 7.02 Conditions Precedent to Acquirer's and Acquisition Subsidiarv's
Obligations.

Acquirer and Acquisition Subsidiary shall be obligated to effect the Merger only if each
of the following conditions is satisfied at or prior to the Closing Date, unless any such condition
is waived in writing by Acquirer:

(a) Representations and Vlananties. The representations and warranties of
the Company set forth in this Agreement (other than the representations and warranties in
Sections 3 .03, 3 .23, and the last sentenc e of 3 .26) shall be true and correct in all respects as of
the date of this Agreement and (except to the extent such representations and warranties speak as
of an earlier date, in which case such representations and warranties shall be true and correct as
of such earlier date) as of the Closing Date with the same force and effect as though made again
at and as of the Closing Date, provided, however, that for pu{poses of determining the
satisfaction of this condition, no effect shall be given to any qualification "To the Knowledge of
the Company" or any exception in such representations and warranties relating to rnateriality or a
Company Material Adverse Effect, and instead, for purposes of this condition, such
representations and warranties shall be deemed to be true and correct in all respects unless the
failure or failures of such representations or warranties to be so true and correct, individually or
in the aggregate, results or would result in a Company Material Adverse Effect. The
representations and warranties in Sections 3.03,3.23, and the last sentence of 3.26 shall be true
and correct in all respects as of the date of this Agreement and as of the Closing Date with the
same force and effect as though made again at and as of the Closing Date (other than immaterial
numerical inaccuracies in Section 3.03). Acquirer shall have received a certif,rcate signed on
behalf of the Company by its Chief Executive Officer and Chief Financial Officer to the
foregoing effect.

(b) Performance of Obligations of Company. The Company shall have
performed in all material respects (without giving duplicative effect to any materiality
qualifrcation contained in the applicable obligation) all obligations required to be performed by it
under Articles V and VI of this Agreement at or prior to the Effective Time; and Acquirer shall
have received a certificate signed on behalf of the Company by its Chief Executive Officer and
Chief Financial Officer to the foregoing effect.

(c) No Company Material Adverse Effect. There shall not have occurred any
change in the business, assets, prospects, financial condition or results of operations of the
Company or any of the Company Subsidiaries that has had or is reasonably likely to have,
individually or in the aggregate, a Company Material Adverse Effect.

(d) No Burdensome Condition. None of the Requisite Regulatory Approvals
shall have imposed any term, condition, obligation or restriction upon Acquirer, Acquisition
Subsidiary, the Company or any of their respective Subsidiaries that Acquirer reasonably
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determines would, individually or in the aggregate (i) be expected to have a Company Material
Adverse Effect, or (ii) so fundamentally and materially adversely affect the economic benefits to
Acquirer of the transactions contemplated by this Agreement, taken as a whole, as to render
inadvisable the consummation of the Merger (a "Burdensome Condition"). Without limiting the
generality of the foregoing, the term "Burdensome Condition" shall include, but not be limited
to, any order or orders of the NHPUC approving the Merger and the other transactions
contemplated by this Agreement that does not, or do not, approve an aggregate acquisition
premium to be reflected in the accounts of the Regulated Company Subsidiaries and included in
their respective rate bases to be recovered through rates with a return in a manner that, together
with other components of the rates of the Regulated Company Subsidiaries, will be sufficient to
enable Acquirer to satisfz all of the operating and debt service costs of the Regulated Company
Subsidiaries and Acquirer's obligations under the Financing, as such operating and debt service
costs and Financing obligations are mutually agreed to by the parties and reflected in the petition
filed with the NHPUC for approval of the Merger and the transactions contemplated by this
Agreement. If the NHPUC issues a final and nonappealable order or orders approving the
Merger and providing any other necessary approvals with respect to the transactions
contemplated by this Agreement and Acquirer determines that such order or orders include a
term or provision that is a Burdensome Condition, Acquirer shall provide written notice of such
determination to the Company within 90 days after the date on which such order or orders shall
have become final and nonappealable (a "Burdensome Condition Notice"). Acquirer shall be
deemed to have waived this Section 7.02(d) if Acquirer shall have failed to provide a
Burdensome Condition Notice within 90 days after the date on which such order or orders shall
have become final and nonappealable.

(e) Financing. Acquirer shall have made financing arrangements to provide
the funds required to satisfz the cash payment obligations of Acquirer under this Agreement on
terms that Acquirer reasonably determines are acceptable to Acquirer; provided, however, that
Acquirer shall be deemed to have waived this Section 7.02(e) if, at the end of the 90-day period
beginning on the date on which all of the conditions precedent set forth in Article VII except this
Section 7 .02(e) shall have been satisfied, Acquirer reasonably could have obtained debt
financing having the following terms and conditions: (i) general obligations of the City; (ii) a
total principal amount of $160,000,000; (iii) repayment of principal over a term of 30 years with
a level payment structure; (iv) subject to optional redemption at par by the City at any time ten
years after issuance; (v) a true interest cost of no greater than 6.50%o; and (vi) interest on the
obligations includable in gross income for federal income tax purposes. Notwithstanding the
foregoing, Acquirer shall be deemed to have waived this Section 7.02(e) if Acquirer shall have
failed to use its commercial best efforts to obtain such financing arrangements within 90 days
after the date on which all of the conditions precedent set forth in Article VII except this Section
7.02(e) shall have been satisfied.

(Ð Dissenters. The holders of no greater than fifteen percent (I5%) of the
Company Common Stock shall have exercised statutory rights under the Dissenters' Rights
Provisions and shall not have waived or abandoned those rights as of the Closing.
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Section 7.03 Conditions to Obligation of Compan)¡.

Company shall be obligated to effect the Merger only if each of the following conditions
is satisfied at or prior to the ClosingDate, unless any such condition is waived in writing by
Company:

(a) Representations and Warranties. The representations and warranties of
Acquirer and Acquisition Subsidiary set forth in this Agreement shall be true and correct in all
respects as of the date of this Agreement and (except to the extent such representations and
warranties speak as of an earlier date, in which case such representations and warranties shall be
true and correct as of such earlier date) as of the Closing Date with the same force and effect as

though made again at and as of the Closing Date, provided, however, that for purposes of
detennining the satisfaction of this condition, no effect shall be given to any qualificationooTo
the Knowledge of the Acquirer" or any exception in such representations and warranties relating
to materiality, a material adverse impact on Acquirer, and instead, for purposes of this condition,
such representations and warranties shall be deemed to be true and correct in all respects unless
the failure or failures of such representations or warranties to be so true and correct, individually
or in the aggregate, have or would have a material adverse impact on Acquirer. The Company
shall håve received a certificate signed on behalf of the Acquirer by a duly authorized official of
the Acquirer to such effect.

(b) Perþrmance of Obligations of Acquirer and Acquisition Subsidiary,
Acquirer and Acquisition Subsidiary shall each have performed in all material respects (without
giving duplicative effect to any materiality qualification contained in the applicable obligation)
all obligations required to be performed by them under Article VI of this Agreement at or prior
to the Closing Date; and the Company shall have received a certiftcate signed on behalf of the
Acquirer by a duly authorized offrcial of the Acquirer to the foregoing effect.

(c) Joinder by Acquisition Subsidiary. Acquisition Subsidiary shall have
approved and executed this Agreement.

ARTICLE VIIL

TERMINATION, AMENDMENT AND WAIVER

Section 8.01 RatificationRequired.

This Agreement shall not constitute a valid and binding obligation of Acquirer or
Acquisition Subsidiary, and shall not be enforceable against Acquirer or Acquisition Subsidiary,
until such time as the Acquirer Governing Body shall have obtained the Acquirer Ratification
Vote and the Acquirer Special Findings Vote.

Section 8.02 Termination.

This Agreement may be terminated and the Merger abandoned at any time prior to the
Effective Time, whether before or after receipt of Company Stockholder Approval:

(a) by mutual wriffen consent of Acquirer and the Company;
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(b) by either Acquirer or the Company upon written notice to the other party
(i) forty-frve (a5) days after the date on which any request or application for a Requisite
Regulatory Approval shall have been denied or withdrawn at the request or recommendation of
the Govemmental Entity which must grant such Requisite Regulatory Approval, unless within
the forty-five- (a5) day period following such denial or withdrawal a petition for rehearing or an
amended application has been filed with the applicable Governmental Entity; provided, however,
that no party shall have the right to terminate this Agreement pursuant to this Section 8.02(bXÐ
if such denial or request or recommendation for withdrawal shall be due to the failure of the
party seeking to terminate this Agreement to perform or observe the covenants and agreements
of such party set forth herein, or (ii) if any Governmental Entity of competent jurisdiction shall
have issued afrnal, nonappealable Order enjoining or otherwise prohibiting the consummation of
the Merger or any of the other transactions contemplated by this Agreement;

(c) by the Company (provided that the Company is not then in material breach
of any representation, warrant¡r, covenant or other agreement contained herein) if the Acquirer
has failed to obtain the Financing necessary for Closing the Merger as specified in this
Agreement within 90 days after the date on which all of the conditions precedent set forth in
Article VII except Section 7 .02(e) are satisfied or waived;

(d) by either Acquirer or the Company þrovided that the terminating party is
not then in material breach of any representation, warranty, covenant, obligation or other
agreement contained herein) if there shall have been a material breach of any of the
representations, warranties, covenants, obligations or other agreements set forth in this
Agreement on the part of the other party, which breach is not cured within 30 days following
written notice to the party committing such breach, or which breach, by its nature, carurot be
cured prior to Closing;

(e) by either Acquirer or the Company if the Effective Time shall not have
occurred prior to December 3I,2011, unless the failure of the Effective Time to occur by such
date shall be due to the failure of the party seeking to terminate this Agreement to perform or
observe the covenants and agreements of such party set forth herein;

(Ð by either Acquirer or the Company if the Acquirer Governing Body shall
not have obt¿ined the Acquirer Ratification Vote and the Acquirer Special Findings Vote within
90 days after the Effective Date of this Agreement;

(g) by either Acquirer or the Company if the Company Stockholders Meeting
(after any permitted posþonements or adjournments thereof) shall have been concluded and the
Company Stockholder Approval contemplated by this Agreement shall not have been obtained;

(h) by the Company, at any time prior to obtaining the Company Stockholder
Approval, in order to enter into any agreement, understanding or affangement providing for a
Company Superior Proposal (a"Superior Proposal Agreement"), if the Company has complied
with its obligations under Section 5.02(h); provided, that any such purported termination by the
Company pursuant to this Section 8.02(h) shall be void and of no force or effect unless the
Company concurrently with such termination pays to Acquirer the Acquirer Termination Fee in
accordance with Section 8.03(c); and
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(Ð by either Acquirer or the Company if the Acquirer shall have provided the
Company with a Burdensome Condition Notice as specified in Section 7.02(d).

Section 8.03 Effect of Termination: Expenses and Liquidated Damages.

(a) Effect of Termination. Inthe event of the termination of this Agreement
by the Company or Acquirer as provided in Section 8.02, this.Agreement shall forthwith become
void and have no effect except that (i) Sections 6.06,6.09,8.03 and Article IX shall survive any
termination of this Agreement, and (ii) notwithstanding anything to the contrary contained in this
Agreement, no party shall be relieved or released from any liabilities or damages arising out of
fraud or a knowing and intentional breach of any provision of this Agreement, in which case the
aggrieved party shall be entitled to all rights and remedies available at law or in equity. For the
avoidance of doubt, Acquirer and the Company hereby acknowledge and agree that in the event
of a breach of this Agreement arising out of fraud, or a knowing and intentional breach of any
provision of this Agreement, the aggrieved party may either (i) seek all rights and remedies that
may be available at law or in equity, or (ii) terminate this Agreement and claim liquidated
damages in accordance with Section 8.03(b), but may not pursue both legal action and claim
liquidated damages.

(b) Expenses and Liquidated Damages.

(Ð Except as set forth in this Section 8.03(b), whether or not the
Merger is consummated, all costs and expenses incurred in connection with the Merger,
this Agreement and the transactions contemplated by this Agreement shall be paid by the
party incurring or required to incur such expenses.

(iÐ Subject to Section 6. 1 8 and Section 6. 19, if Acquirer terminates
this Agreement pursuant to Section 8.02(d), then the Company shall pay Acquirer
$1,500,000 as liquidated damages related to entering into this Agreement and
consummating the transactions contemplated by this Agreement.

(iiÐ If the Company terminates this Agreement pursuant to
Section 8.02(d), then Acquirer shall pay the Company $1,500,000 as liquidated damages
related to entering into this Agreement and consummating the transactions contemplated
by this Agreement.

(iv) If Acquirer terminates this Agreement pursuant to Section 8.02(9),
then the Company shall be liable to Acquirer for $250,000 as liquidated damages related
to entering into this Agreement and consummating the transactions contemplated by this
Agreement.

(v) The parties acknowledge and agree that the agreements contained
in this Section 8.03(b) are an integral part of the transactions contemplated by this
Agreement, and that, without these agreements, the parties would not enter into this
Agreement. Each of the parties hereto further acknowledges that any payment by one
party to the other pursuant to any of the provisions of this Section 8.03(b) is not a
penalty, but in each case is liquidated damages in a reasonable amount that will
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compensate Acquirer or the Company, as the case may be, in the circumstances in which
such fees are payable for the efforts and resources expended and the opportunities
foregone while negotiating this Agreement and in reliance of this Agreement and on the
expectation of the consummation of the transactions contemplated hereby, which amount
would otherwise be impossible to calculate with precision. For the avoidance of doubt,
the payment by one party to the other pursuant to any of the provisions of this
Section 8.03(b) shall be the exclusive remedy available for termination of this Agreement
pursuant to the subsections indicated in this Section 8.03(b).

(c) Acquirer Termination Fee. To induce Acquirer to enter into this
Agreement and to reimburse Acquirer for incurring the costs and expenses related to entering
into this Agreement and consummating the transactions contemplated by this Agreement,
pursuant to the provisions of this Section 8.03(c) the Company will make a cash payment to
Acquirer (by wire transfer of immediately available funds to an account designated by Acquirer)
of FIVE MILLION FIVE HUNDRED THOUSAND DOLLARS ($5,500,000) (the"Acquirer
Termination Fee"),less any amount(s) paid by Company to Acquirer under Section 8.03(b), it
being understood by the parties that in no event shall Acquirer be entitled to receive under
Sections 8.03(a), 8.03(b) and 8.03(c) an amount exceeding the Acquirer Termination Fee, in the
event of one or more of the following occurrences:

(Ð the Company has terminated this Agreement pursuant to Section
8.02(h); or

(iÐ (A) after the date of this Agreement, any bona fide Company
Altemative Proposal, with each reference to "20%o" in the definition thereof replaced with
"50%o", (hereinafter a"Superior Company Alternative Proposal') shall have been
publicly announced and not withdrawn prior to the Company Stockholders Meeting and
this Agreement is terminated by Acquirer or the Company pursuant to Section 8.02(9),
and (B) concurrently with or within twelve (12) months after such termination, any
definitive agreement providing for a Superior Company Altemative Proposal shall have
been entered into by the Company or a transaction contemplated by any Superior
Company Altemative Proposal shall have been consummated; or

(iiÐ Acquirer has terminated this Agreement pursuant to Section
8.02(d) because a Company Change in Recommendation shall have occurred, and, at the
time of the Company Change of Recommendation, a Superior Company Alternative
Proposal had been made and not withdrawn; or

(iv) (A) Acquirer has terminated this Agreement pursuant to
Section 8.02(d), and (B) the breach of the representation, waranty, covenant, obligation
or agreement was caused by the willful conduct or gross negligence of the Company and,
at the time of such breach, a bona fide Superior Company Alternative Proposal shall have
been publicly announced and not withdrawn, and (C) concurrently with or within twelve
(12) months after such termination, any definitive agreement providing for a Superior
Company Altemative Proposal shall have been entered into by the Company with any
Person other than Acquirer or an Affiliate of Acquirer or a transaction contemplated by
any Superior Company Alternative Proposal shall have been consummated.
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The Acquirer Termination Fee payable in accordance with this Section 8.03(c) shall
constitute liquidated damages and shall be the sole remedy of Acquirer for termination of this
Agreement under the circumstances described in this Section 8.03(c). The parties acknowledge
and agree that the agreements contained in this Section 8.03(c) are aîintegral part of the
transactions contemplated by this Agreement, and that, without these agreements, the parties
would not enter into this Agreement. Each of the parties hereto further acknowledges that the
payment of the Acquirer Termination Fee is not a penalty, but is liquidated damages in a
reasonable amount that will compensate Acquirer, in the circumstances in which such Acquirer
Termination Fee is payable for the efforts and resources expended and the opportunities foregone
while negotiating this Agreement and in reliance of this Agreement and on the expectation of the
consummation of the transactions contemplated hereby, which amount would otherwise be
impossible to calculate with precision.

Section 8.04 Amendment.

This Agreement may not be amended except by an instrument in writing signed on behalf
of each of the parties. This Agreement may be so amended by the parties at any time before or
after receipt of the Company Stockholder Approval, or before or after receipt of the approvals of
the Acquirer Governing Body referred to in Section 7.01(b); provided, however, that after receipt
of such Company Stockholder Approval, or such approvals of the Acquirer Governing Body,
there shall be made no amendment that by Law requires further approval by the stockholders of
the Company or the Acquirer Governing Body, respectively; and provided, further, that after this
Agreement is approved by the Company's stockholders, no such amendment or modification
shall be made that reduces the amount or changes the form of Merger Consideration or otherwise
materially and adversely affects the rights of the Company's stockholders hereunder, without the
further approval of such stockholders.

Section 8.05 Extension: Waiver.

At any time prior to the Effective Time, the parties may (a) extend the time for the
performance of any of the obligations or other acts of the other parties, (b) waive any
inaccuracies in the representations and warranties contained in this Agreement or in any
document delivered pursuant to this Agreement, or (c) subject to the proviso in the second
sentence of this Section 8.05, waive compliance with any of the agreements or conditions
contained in this Agreement. Any agreement on the part of aparty to any such extension or
waiver shall be valid only if set forth in an instrument in writing signed on behalf of such party.
The failure of any party to this Agreement to assert any of its rights under this Agreement or
otherwise shall not constitute a waiver of such rights.

Section 8.06 Procedure for Termination. Amendment. Extension or Waiver.

A termination of this Agreement, an amendment of this Agreement pursuant to
Section 8.04 or an extension or waiver pursuant to Section 8.05 shall, in order to be effective,
require, in the case of Acquirer, action by the Acquirer Governing Body, or, in the case of
Acquisition Subsidiary or the Company, action by its board of directors.
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ARTICLE IX.

GENERAL PROVISIONS

Section 9.01 Nonsurvival of Representations and Warranties.

Except as provided in the last sentence of this Section 9.01, none of the representations,
warranties and covenants in this Agreement (including any rights arising out of any breach of
such representations, warranties and covenants) or in any instrument delivered pursuant to this
Agreement shall survive the Effective Time. This Section 9.01 shall not limit any covenant or
agreement of the parties which by its terms contemplates performance after the Effective Time.

Section 9.02 Notices.

All notices, requests, claims, demands and other communications under this Agreement
shall be in writing and shall be deemed given (i) five days after mailing by certified mail,
(ii) when delivered by hand, (iii) upon confirmation of receipt by telecopy, or (iv) one (1)
business day after sending by reputable overnight delivery service, to the parties at the following
addresses (or at such other address for a party as shall be specified by like notice):

(a) If to Company:

Pennichuck Corporation
P.O. Box 1947
25 Manchester Street
Merrimack, NH 03054
Attn: Duane C. Montopoli

President and Chief Executive Officer

With a copy to:

General Counsel & Corporate Secretary
P ennichuck Corporation
P.O. Box 1947
25 Manchester Street
Merrimack, NH 03054
Attn: Roland E. Olivier, Esq.

And a copy (which shall not constitute notice) to:

Nutter, McClennen & Fish, LLP
V/orld Trade Center West
155 SeaportBoulevard
Boston, MA 02210
Attn: Michael K. Krebs, Esq.
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(b) If to Acquirer or Acquisition Subsidiary:

Mayor Donnalee Lozeau
City of Nashua
229Man Street
Nashua, NH 03060

With a copy to:

Office of Corporation Counsel
City of Nashua
229Man Street
Nashua, NH 03060
Attn: James McNamee, Esq.

And a copy (which shall not constitute notice) to:

Rath, Young and Pignatelli, P.C.
One Capital Plaza
P.O. Box 1500

Concord, NH 03302
Attn: William F. J. Ardinger, Jr., Esq.

Section 9.03 Definitions.

For purposes of this Agreement:

"Acquirer Governing Body" means, with respect to the City, the Board of Aldermen of
the City of Nashua.

An"Affiliate" of any Person means another Person that directly or indirectly, through one
or more intermediaries, controls, is controlled by, or is under common control with, such frst
Person. As used in this definition the term "control" (including the terms "controlled by" and
"under coÍtmon control with") means, with respect to the relationship between or among two or
more Persons, the possession, directly or indirectly or as trustee or executor, of the power to
direct or cause the direction of the affairs or management of a Person, whether through the
ownership of voting securities, as trustee or executor, by contract or otherwise, including,
without limitation, the ownership, directly or indirectly, of securities having the power to elect a
majority of the board of directors or similar body governing the affairs of such Person.

A"business day" shall mean any calendar day which is not a Saturday, Sunday, federal
holiday or bank holiday under the laws of the states of New York or New Hampshire.

"Company Material Adverse Effect" means any change, effect, event, occurrence, state of
facts or development that has had a material adverse effect on the business, assets, financial
condition, or past or future operations of the Company and the Company Subsidiaries, taken as a
whole, but shall not include: (a) facts, circumstances, events or changes (i) generally affecting
the industry in which the Company operates, (ii) generally affecting the economy or the
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financial, debt, credit or securities markets, in the United States or elsewhere, (iii) resulting from
any political conditions or developments in general, (iv) reflecting or resulting from changes or
proposed changes in Law (including rules and regulations) or interpretations thereof or GAAP,
or (v) resulting from actions of the Company or any of the Company Subsidiaries which
Acquirer has expressly requested in writing or to which Acquirer has expressly consented in
writing; (b) any change in the price of the Company Common Stock on the NASDAQ stock
exchange or any failure to meet intemal or published projections, forecasts or revenue or
eamings predictions for any period þrovided that the underlying causes of such change or failure
may, to the extent applicable, be considered in deterrnining whether there is a Company Material
Adverse Effect); or (c) any facts, circumstances, events or changes resulting from the
announcement or the existence of, or compliance (other than the obligation of the Company to
comply with its obligations to operate in the ordinary course of business) with, this Agreement
and the transactions contemplated hereby; provided, however, that this clause (c) shall not
diminish the effect of, and shall be disregarded for purposes of, the representations and
warranties relating to required consents, approvals, change in control provisions or similar rights
of acceleration, termination, modification or waiver based upon the entering into of this
Agreement and the consummation of the Merger. The existence of an inaccuracy, misstatement,
deviation or nonconformity with respect to any representation, warranty, covenant or obligation
which does not, taken individually, have a Company Material Adverse Effect shall nevertheless
be taken into account and aggregated for purposes of determining whether a Company Material
Adverse Effect results from another inaccuracy, misstatement, deviation or non-conformity or all
inaccuracies, misstatements, deviations or nonconformities, taken collectively.

A'oPerson" means any individual, firm, corporation, partnership, company, limited
liability company, trust, joint venture, association, Governmental Entity or other entity.

A"Subsidiary" of any Person means another Person, an amount of the voting securities,
other voting ownership or voting partnership interests of which is suff,rcient to elect at least a
majority of its board of directors or other governing body (or, if there are no such voting
interests, a majority of the equity interests of which) is owned directly or indirectly by such first
Person.

"To the Knowledge" of any specified entity means with respect to a party hereto, with
respect to any matter in question, that any of the executive officers of such party has actual
knowledge of such matter; provided that such executive officer shall have made reasonable
inquiry of the employees responsible for such matter in question; and provided, further, that if
any executive officer does not make such reasonable inquiry, then such executive officer shall be
deemed to have actual knowledge of those facts or matters that such executive officer would
have had, had he or she made such inquþ.

Section 9.04 Definitions Cross Reference Table.

The following terms defined elsewhere in this Agreement in the Sections set forth below
shall have the respective meanings therein defined:

"Acquirer". ....... Preamble
"Acquirer Termination Fee" ........,.. Section 8.03(c)
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"Acquirer Governing Body" ..............Section 9.03
o'Acquirer Ratification Vote" ........ Section 6.03(a)
"Acquirer Special Findings Vote" Section 6.03(a)
"Acquisition Subsidiary"................ ....... Preamble

"ffi:i#ï,:| 
::::: :: ::: : : : :: ..:::...:.::.'::.:. ::: : :..¡r.',,î;ff

"Articles of Merger" .......Section 1.03
"Burdensome Condition".................. Section 7.02(d)
"Burdensome Condition Notice" .. Section 7 .02(d)
'obusiness day''........... ......Section 9.03
"Certificates"................ Section 2.02(b)
"CIAC" Section 5.01(a)(viii)ucíty" 

Preamble
"Closing"... ...Section 1.02
"Closing Date" ................Section 1.02
"Code"....... Section 3.11(a)
"Company"................. ........ Preamble
"Company Alternative Proposal" ..Section 5.02(Ð
"Company 8oard"....... ....Section 3.04
"Company By-Laws".. ....Section 3.02
"Company Charter" ........Section 3.02
"Company Change of Recommendation"... ..... Section 5.02(c)
"Company Common Stock" Preamble
"Company Disclosure Schedule".. ........ Article III
"Company Employee P1ans"........ . Section 3.11(a)
"Company Intellectual Property Rights" ..............Section 3.19
"Company's Internal Control System" .............Section 3.07(f)
"Company Material Adverse Effect"....... .............Section 9.03
"Company Permits" ... Section 3.06(b)
"Company Recommendation" ...... Section 6.05(b)
"Company Required Consents" .... Section 3.05(c)
"Company Rights Agreement" ................. ............Section3.22
"Company Stock Option Plans" ... Section 3.11(c)
"Company Stock Options"............. ....Section 3.03
"Company Stock Purchase Plan"..... ..Section 3.24
"Company Stockholder Approval". ...Section 3.04
"Company Stockholders Meeting" ..................Section 6.05(b)
"Company Subsidiaries"................. ................... ...Section 3.01
"Company Superior Proposal"... ... Section 5.02(9)
"Confidentiality Agreement"............ Section 6.06(b)
"December Company Balance Sheet" ..................Section 3.09
"Dissenters' Rights Provisions" .... Section 2.01(d)
"Dissenters' Shares" .. Section 2.01(d)
"Effective Date"......... ........ Preamble
"Effective Time"........ .... Section 1.03
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"Environmental Agencies"................ Section 3.05(c)
"Environmental Laws"..... ..................Section 3.18
"Environmental Permits"................ ...Section 3.18
"ERISA" . Section 3.11(a)
"Exchange Act".......... Section 3.05(a)
"Exchange Fund" ....... Section Z.\Z(a)
"Filed Company SEC Reports"............... ........ Section 3.07(a)
"Financing".................. Section 6.03(b)
"Çrççr" ..Section 3.07(b)
"Governmental Entity(ies)o'............... Section 3.05(c)..IRS,'......... 

................. Section 3.11(b)
"Laws" .... section 3.05(b)
"Liens" .........section 3.03
"Material Contracts" .. Section 3.05(a)
"Maximum Amount" . Section 6.09(b)
"Merger" Preamble
"Merger Consideration"............. ... Section 2.01(c)
"NHBCA". ...section 1.01.6NHPUC" 

Section 3.14(a)
"NHRSA" ........ Preamble
"Notice Period"...... ....Section 5.02(h)o'Orders" 

.. Section 3.05(b)
"Paying Agenf' Section 2.02(a)
"Person" .......Section 9.03
"Proxy Statement" ..... Section 6.05(a)
"PIJCs"...... Section 3.05(c)
"Regulated Company Subsidiaries"................. .....Section 3.16
"Related Party Contracts"............ . Section 3.05(a)
"Remediation Plan" ........Section 6.19
"Requisite Regulatory Approvals" Section 7.01(c)
"Revised Transaction"................. . Section 5.02(h)
ooReuse Standardso' ..........Section6.19
'oRights"..... ...section 3.23
"Right to Match"... ..... Section 5.02(h).,S8C"........ 

Section 3.07(a)
"Securities 4c1".......... Section 3.07(a)
"Settlement 4greement"................. ....... Preamble
"Soil Standards".......... ....Section 6.19
"Special Legislative Authority". Preamble

Section 9.03"Subsidiary"................. ......................1
"Subsidiary Documents".................. ..Section 3.02
"Superior Company Alternative Proposal"... Section 8.03(c)(ii)
"Superior Proposal Agreement" ................. ......Section S.02(Ð
"Superior Proposal Notice"...... ..... Section 5.02(h)
"Surviving Corporation"................. ...Section 1.01
"Tax" or "Taxes" ....... Section 3.17(a)
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"Tax Returns"............... Section 3.17(a)
,.ro the Knowledge,; .. .: .: : :: :: :: . .::..: :. ..:::. : :: :::..... .::: . section e 03

Section 9.05 Intemretation.

When a reference is made in this Agreement to a Section, such reference shall be to a
Section of this Agreement unless otherwise indicated. The table of contents and headings
contained in this Agreement are for reference purposes only and shall not affect in any way the
meaning or interpretation of this Agreement. Whenever the words "include," "includes" or
'oincluding" are used in this Agreement, they shall be deemed to be followed by the words
"without limitation."

Section 9.06 Severabilitv.

If any term or other provision of this Agreement is invalid, illegal or incapable of being
enforced by any rule or law, or public policy, all other conditions and provisions of this
Agreement shall nevertheless remain in full force and effect so long as the economic or legal
substance of the transactions contemplated hereby is not affected in any manner materially
adverse to any party. Upon such determination that any term or other provision is invalid, illegal
or incapable of being enforced, the parties hereto shall negotiate in good faith to modiff this
Agreement so as to effuct the original intent of the parties as closely as possible in an acceptable
manner to the end that transactions contemplated hereby are fulfilled to the extent possible.

Section 9.07 Countemarts: Facsimile Signatures.

This Agreement may be executed in ¡¡¡o or more counterparts, all of which shall be
considered one and the same agreement and shall become effective when two or more
counterparts have been signed by each of the parties and delivered to the other parties. Any
signature on this Agreement or any related instrument or agreement that is delivered by facsimile
or by electrontc data file shall have the same effect as an original.

Section 9.08 Entire Agreement No Third-Pa4v Beneficiaries.

This Agreement, taken together with the Company Disclosure Schedule and the
Settlement Agreement, (a) constitutes the entire agreement, and supersedes all prior agreements
and understandings, both written and oral, among the parties with respect to the transactions
contemplated hereby, and (b) is not intended to confer upon any Person other than the parties any
rights or remedies except for the provisions of Section 6.09 (which are intended to be for the
benefit of the parties specified therein and may be enforced by such parties).

Section 9.09 Governing Law.

This Agreement shall be governed by, and construed in accordance with, the laws of the
State of New Hampshire, without giving effect to any law or principle which would refer
enforcement to the law of any other jurisdiction.
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Section9.10 Assignment.

Neither this Agreement nor any of the rights, interests or obligations under this
Agreement shall be assigned, in whole or in part, by operation of law or otherwise by any of the
parties without the prior written consent of the other parties, except that (i) the City may assign
its rights interests and agreements under this Agreement as provided in Section 6.13 and
(ii) Acquisition Subsidiary may assign, in its sole discretion, any of or all its rights, interests and
obligations under this Agreement to Acquirer or to any direct or indirect wholly owned
Subsidiary of Acquirer Any purported assignment without such consent shall be void. Subject
to the preceding sentences, this Agreement will be binding upon, inure to the benefit of, and be
enforceable by, the parties and their respective successors and assigns.

Section 9.11 Enforcement.

The parties agree that irreparable damage would occur in the event that any of the
provisions of this Agreement were not performed in accordance with their specifrc terms or were
otherwise breached. It is accordingly agreed that the parties shall be entitled to an injunction or
injunctions to prevent breaches of this Agreement and to enforce specifically the terms and
provisions of this Agreement in any New Hampshire state court or any Federal court located in
the State of New Hampshire, this being in addition to any other remedy to which they are entitled
at law or in equity. In addition, each of the parties hereto (a) consents to submit itself to the
personal jurisdiction of any New Hampshire state court or any Federal court located in the State
of New Hampshire in the event any dispute arises out of this Agreement or any transactions
contemplated hereby, (b) agrees that it will not attempt to deny or defeat such personal
jurisdiction by motion or other request for leave from any such court, (c) agrees that it will not
bring any action relating to this Agreement or any transactions contemplated hereby in any court
other than any New Hampshire state court or any Federal court sitting in the State of New
Hampshire, and (d) waives any right to trial by jury with respect to any action related to or
arising out of this Agreement or any transactions contemplated hereby.

Section 9.12 Consents.

Whenever this Agreement requires or permits consent by or on behalf of any party
hereto, such consent shall be given in writing in a manner consistent with the requirements for a
waiver of compliance as set forth in Sections 8.05 and 8.06. Acquisition Subsidiary hereby
agrees that any consent or waiver of compliance given by Acquirer hereunder shall be
conclusively binding upon it, whether given expressly on its behalf or not.

Section 9.13 Rules of Construction.

The parties hereto agree that they have been represented by counsel during the
negotiation and execution of this Agreement and, therefor, waive the application of any law,
regulation, holding or rule of construction providing that ambiguities in an agreement or other
document will be construed against the party drafting such agreement or document. The parties
hereto acknowledge that certain matters set forth in the Company Disclosure Schedule are
included for informational purposes only, notwithstanding the factthat, because they do not rise
above applicable materiality thresholds or otherwise, they would not be required to be set forth
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therein by the terms of this Agreement. The parties agree that disclosure of such matters shall
not be taken as an admission by the Company that such discloswe is required to be rnade under
the tenns of any provision of this Agreement and in no event shall the disclosure of zuch matters
be deemed or interpreted to broaden or otherwise amplify the representations and warranties
contained in this Agreement or to imply that such matters aÍc or are not material and neither
party shall use, in any dispute between the parties, thà fact of any such disclosure as evidence of
what is or is not material for purposes of this Agreement.

IN WITNESS WHEREOF, City and Company have caused this Agreement and Plan of
Merger to be executed as an instrument under seal as of the date first written above by their
respective offi cers thereunto duly authorized.

PENNICHUCK CORPORATION

By:
Name:
Title:

Duane C. Montopoli
President and Chief Executive Officer

CITY OF NASHUA

Title: Mayor
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EXHIBIT A TO MERGER AGREEMENT

AMENDED AND RESTATED

ARTICLES OF INCORPORATION

OF

PENNICHUCK CORPORATION

ARTICLE I - NAME

The name of the corporation is PENNICHUCK CORPORATION.

ARTICLE II - CAPITAL STOCK

The aggregate number of shares of capital stock that the Corporation shall have authority to issue
is 1000 shares of Common Stock with a par value of $0.01 per share. The acquisition, ownership
and exercise of all of the rights of the capital stock of the Corporation by the City of Nashua,
New Hampshire (the "City of Nashua") are authorized pursuant to Chapter 347, Section 5 of the
2007 Laws of New Hampshire, as amended by Chapter 1, Section 118 of the 2010 Special
Session Laws of New Hampshire (the "Special Legislative Authorization").

ARTICLE III _ REGISTERED AGENT AND ADDRESS

The name of the Corporation's initial registered agent, and the address of the initial registered
office of the Corporation is Paul R. Bergeron, City Clerk,229lilatn Street, Nashua, New
Hampshire 03060.

ARTICLE IV _ SECURITIES LAW STATEMENT

The capiøl stock of the Corporation will be sold or offered for sale within the meaning of the
New Hampshire Uniform Securities Act (RSA 421-B).

ARTICLE V _ PURPOSES AND POWERS

The Corporation is organizedfor the purposes of transacting any and all lawful business for
which a corporation may be incorporated under the New Hampshire Business Corporation Act,
and such purposes and powers shall be subject to the provisions of the Special Legislative
Authorization.

ARTICLE VI _ SOLE SHAREHOLDER

The sole holder of all of the outstanding shares of the capital stock of the Corporation shall be
the City of Nashua (the "Sole Shareholder"), and all powers and rights of such shares of capital
stock shall be exercised by the Sole Shareholder pursuant to the authority and provisions of the
Special Legislative Authorization. The Sole Shareholder shall exercise such powers and rights
pursuant to vote of the Board of Aldermen of the City of Nashua, considered and adopted in
accordance with applicable law and the provisions of the City Charter.
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ARTICLE VII _ BY-LAWS

The procedures and policies for the internal governance of the Corporation shall be as set forth in
the By-Laws of the Corporation, as amended and restated, from time to time.

ARTICLE VIII - BOARD OF DIRECTORS

The Sole Shareholder determines pursuant to the Special Legislative Authority that, subject to
the Reserved Powers as set forth in Article VIII hereof, the construction, management, control
and direction of the Corporation shall be vested in a Board of Directors (hereinafter, the
"Board"). The composition of the Board and the election and appointment of members of the
Board shall be in accordance with the By-Laws. The compensation (if any) of any member of
the Board shall be determined, fixed and approved by the Sole Shareholder.

ARTICLE IX - RESERVED POWERS

The actions of the Board designated in this Article VIII are subject to powers reserved to the
Sole Shareholder (each such action is referred to individually as a "Reseryed Power" and
collectively referred to as the "Reserved Powers"). Notwithst¿nding any other provision of these
Articles or the By-Laws, no act shall be taken, sum expended, decision made or obligation
incurred by the Corporation with respect to a matter within the scope of any of the Reserved
Powers unless and until the same has been approved by the Sole Shareholder.

The Reserved Powers referred to in this Article VIII shall be the following:

(l) any action to change to the name of the Corporation or to the name of any
corporation, partnership, or limited liability company directly or indirectþ
wholly-owned by the Corporation (such entities are referred to herein as the
"Subsidiaries");

(2) any action to amend to the By-Laws of the Corporation or any of the Subsidiaries;

(3) any action to (A) create, incur or assume any indebtedness for borrowed money or
guarantee any such indebtedness ofany person, (B) issue or sell any debt
securities or warrants or other rights to acquire any debt securities of the
Corporation or any of its Subsidiaries, or (C) guarantee any debt securities of any
person;

(4) any action to authorize the Corporation or any of the Subsidiaries to merge or
consolidated with or into, or acquire all or substantially all of the assets of, any
corporation, partnership, limited liability company, or any other business entity or
person;

(5) any action to sell, lease, transfer or otherwise dispose of all or any substantialpart
of the assets (whether in a single transaction or series of transactions during any
consecutive l2-month period) of the Corporation or any of the Subsidiaries other
than in the ordinary course of the business of the Corporation or any of the
Subsidiaries; and
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EXHIBIT A TO MERGER AGREEMENT

any action to make any loan or advance to any person or purchase or otherwise
acquire any capital stock, obligations or other securities of, or make any capital
contribution to, or otherwise invest in, any person other than the Subsidiaries.

ARTICLE X _ LIMITATION OF LIABILITY

A director or an officer of the Corporation shall not be personally liable to the corporation or its
stockholders for monetary damages for breach of fiduciary duty as a director, except for liability
(i) for any breach of the director's duty of loyalty to the corporation or its stockholders, (ii) for
acts or omissions not in good faith or which involve intentional misconduct or a knowing
violation of law, (iii) under Section 8.33 of the New Hampshire Business Corporation Act, or
(iv) for any transaction from which the director derived any improper personal benefit. If the
New Hampshire Business Corporation Act is amended after approval of this Article to authorize
corporate action further eliminating or limiting the personal liability of directors, then the
liability of a director of the corporation shall be eliminated or limited to the fullest extent
permitted by the New Hampshire Business Corporation Act, as so amended. Any repeal or
modification of Article IX by the Sole Shareholder of the Corporation shall not adversely affect
any right or protection of a director or an officer of the corporation existing at the time of such
repeal or modification.

ARTICLE XI _ AMENDMENT

These Articles of Incorporation may be amended only by action of the Sole Shareholder.

(6)
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BY-LAWS

OF

PENMCHUCK CORPORATION

ARTICLE I

SOLE SHAREHOLDER

Section 1. City of Nashua, New Hampshire as Sole Shareholder. As set forth in the Articles of
Incorporation of the Corporation, the sole holder of all of the outstanding shares of the capital
stock of the Corporation shall be the Cþ of Nashua, New Hampshire (the "Sole Shareholder").
All actions of the Sole Shareholder taken pursuant to these By-Laws shall comply with all
requirements for such actions applicable to actions taken by the City of Nashua.

Section 2. Place of Meetings. All annual and special meetings of the Sole Shareholder shall be
held at such places within the State of New Hampshire as the Board of Directors may designate.

Section 3. Annual Meetings. A meeting of the Sole Shareholder for the election of Directors
and for the transaction of any other business of the Corporation shall be held annually, at such
time and on such date as the Board of Directors may designate.

Section 4. Special Meetings. Special meetings of the Sole Shareholder for any purpose or
purposes, unless otherwise prescribed by the laws of the State of New Hampshire, may be called
at any time by the Chairman of the Board, the President or a majority of the Board of Directors
and shall be called upon the written request of the Sole Shareholder. Such written request shall
state the purpose or purposes of the meeting and shall be delivered at the principal office of the
Corporation addressed to the Chairman of the Board, the President or the Secretary not less than
fourteen days before the date of the meeting.

Section 5 . Notice of Meetings. Written notice stating the place, day and hour of the meeting
and, in the case of a special meeting, the purpose or purposes for which the meeting is called,
shall be delivered not less than five nor more than sixty days before the date of the meeting,
either personally or by mail, by or at the direction of the Chairman of the Board, the President,
the Secretary or the officers or persons calling the meeting, to the Sole Shareholder. If mailed,
such notice shall be deemed to be delivered when deposited in the United States mail, addressed
to the Sole Shareholder at the address that appears on the stock transfer books or records ofthe
Corporation as of the record date prescribed in Section 5 of this Aficle II, with postage thereon
prepaid. Subject to Article I, Section 7 below (relating to RSA Chapter 91-A), the Sole
Shareholder may waive notice of any meeting.

Section 6. Conduct and Requirements of Meetings. All meetings of the Sole Shareholder shall
comply with all provisions and requirements applicable to meetings of the Board of Aldermen of
the City of Nashua, New Hampshire. The Sole Shareholder shall exercise all powers and rights
of the Sole Shareholder pursuant to vote of the Board of Aldermen of the City of Nashua,
considered and adopted in accordance with applicable law and the provisions of the City Charter.
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Section 7. Right-to-Know Law. All meetings of the Sole Shareholder shall comply in all
respects with the requirements of RSA Chapter 91-4.

ARTICLE II

BOARD DIRECTORS

Section 1. Establishment of Board of Directors. Pursuant to the Articles of Incorporation, the
management of the Corporation shall be vested in a Board of Directors which shall have the
composition and be subject to election and appointrnent as provided in this Article II.

Section 2. Number and Qualifications.

A. The Board of Directors shall consist of a number to be determined at the annual
meeting of the Sole Shareholder between seven and thirteen persons with the following
qualifications:

(1) at least five shall be residents of the City of Nashua; and

(2) at least one shall be a natural person (a) who is not a resident of the City of
Nashua, and (b) who takes water service from Pennichuck Water Works, Inc.,
Pennichuck East Utility, Inc., or Pittsfield Aqueduct Company, Inc. (the "Water Utility
Subsidiaries).

B. During the term of any member of the Board of Directors, a member of the Board of
Directors shall not be:

except as set forth in Article II, Section 4 below with respect to the initial Board of
Directors, the Mayor of the City of Nashua;

a member of the Board of Aldermen of the City of Nashua or of an elected member of
the governing body of any municipality having residents served by any of the Water
Utility Subsidiaries;

the director of the City of Nashua Public Works Department or a member of the Board of
Public Works of the City of Nashua;

any person who served at any time during the two-year period immediately preceding the
date on which he or she stands for election as a member of the Board of Directors as (i)
Mayor of the City of Nashua, (ii) an elected member of the governing body of any
municipality having residents served by any of the Water Utility Subsidiaries, or (iii) as

the director of the City of Nashua Public Works Department or a member of the Board of
Public Works of the City of Nashua; or

any person who is an immediate family member (as that term is defined below) of the
Mayor of the City of Nashua or of any person who is excluded from service as a member
ofthe Board ofDirectors under paragraphs (2), (3) or (a) above.

(l)

(2)

(3)

(4)

(5)
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C. For all pu{poses of these By-Laws, the term "immediate family member" shall mean a
person's spouse, paÍent, stepparent, parent-in-law, child, child's spouse, stepchild, stepchild's spouse,
son-in-law, daughter-in-law, sibling, grandparent, grandchild, or grandchild's spouse.

Section 3. Classes and Term. At the time of his or her election, each director shall be assigned
to Class A, Class B, or Class C, each of which shall consist of at least two directors. Each
director shall hold office for a term of three years, except that for the initial Board established at
the time that the City of Nashua first becomes the Sole Shareholder of the Corporation (the
o'Commencement Date") :

(1) Directors in Class A shall have their term expire in the first full calendar year
following the Commencement Date (and every three years thereafter);

(2) Directors in Class B shall have their term expire in the second full calendar year
following the Commencement Date (and every three years thereafter); and

(3) Directors in Class C shall have their term expire in the third full calendar year
following the Commencement Date (and every three years thereafter).

Section 4. lntíal Board of Di¡ectors. On the Commencement Date, the initial Board of
Directors shall be established pursuant to this Section 4.

A. Mayor to Serve on the Initial Board of Directors. Notwithstanding the prohibition
in Article II, Section 2 above, at the Commencement Date, the Mayor of the City of Nashua shall
be appointed as a member of the Board of Directors, to hold office as a Class B Director. Upon
conclusion of the initial term as a Class B Director, the Mayor of the City of Nashua shall no
longer serve as a member of the Board of Directors.

B. Other Members of the Initial Board of Directors. Each member of the initial
Board of Directors (other than the Mayor of the City of Nashua) shall be nominated by the
Mayor and approved and appointed at any meeting called for such purpose by the City of Nashua
Board of Aldermen by a vote of a majority of those members present at such meeting. In
addition to the Mayor, the initial Board of Directors, and their respective classes shall be as set
forth in the following chart:

INOTE: THIS CHART TO BE ESTABLISHED NEAR CLOSING DATE BY WHATEVER
PROCESS IS DEEMED APPROPRIATE BY THE CITY OF NASHUA.]

Class Name Address

Class A

Class A

Class B

Class B
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Class B

Class C

Class C

Section 5. Election Subsequent to the Initial Board of Directors.

A. Nomination. Subsequent to the initial Board of Directors, each member of the
Board of Directors shall be nominated by a nominating committee duly appointed by the Board
of Directors, and then shall be approved for submission to the Sole Shareholder by action of the
full Board of Directors.

B. Approval and Appointment by Sole Shareholder. A nominee, having been
nominated pursuant to paragraph A and having met the qualifications set forth in Section 2
above, shall be elected by the Sole Shareholder at the annual meeting of the Board.

Section 6. Yacancy. Any vacancy occurring in the Board of Directors in between annual
meetings of the Sole Shareholder, due to death, or resignation, may be filled by the affirmative
vote of Sole Shareholder at a meeting duly called for such pu{pose; provided, however, that any
person who may fill a vacancy shall satisfr the qualifrcation requirements set forth above.

Section 7. Removal. Any Director may be removed from office with or without cause by a vote
of the Sole Shareholder at a meeting duly called for such purpose.

Section 8. Regular Meetings. The Board of Directors shall hold regular meetings not less
frequently than quarterly on such dates and at such times as the Board may designate. The
annual meeting of the Board of Directors shall be held immediately following the annual meeting
of the Sole Stockholder.

Section 9. Special Meetings. Special meetings of the Board in lieu of or in addition to the
regular meetings shall be held at such times as the Chairman of the Board, President or any four
Directors may require.

Section 10. Notice. Notice of regular and special meetings shall be sent by the Clerk or
President, by mailing, a written notice of such meeting, at least five days prior to the day of the
meeting. Any Director may waive notice of any meeting in writing filed with the Secretary.

Section 11. Quorum. No less than a majority of Directors shall constitute a quorum for the
transaction of business at the meetings of the Board, and the concurrence of a majority of those
present at any meeting shall be necessary to give validity to any vote.

Section 12. Duties and Powers. Subject to the provisions of the Articles of Incorporation
(including but not limited to those provisions concerning certain reserved powers) and these By-
Laws, the Board of Directors shall be vested with the management and direction of the affairs of
the Corporation and shall have and exercise all the powers possessed by the Corporation so far as
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such delegation of authority is not inconsistent with the laws of the State of New Hampshire, the
Articles of Incorporation and these By-Laws.

Section 13. Executive Committee: Other Committees. The Board of Directors, by resolution
adopted by a majority of the full Board, may designate from its members an Executive
Committee and one or more other committees each of which, subject to the limitations of the
laws of the State of New Hampshire, shall have and may exercise all of the authority of the
Board to the extent provided in these By-Laws or in any such resolution.

Section 14. Compensation. The compensation (if any) of any member of the Board shall be
determined, fixed and approved by the Sole Shareholder.

Section 15. Right-to-Know Law. All meetings of the Board of Directors shall comply in all
respects with the requirements of RSA Chapter 91-4.

ARTICLE III

OFFICERS

Section 1. Number. The officers of the Corporation shall consist of a Chairman of the Board, a
President, one or more Vice Presidents, a Treasurer, a Clerk and such other officers as the Board
of Directors may, from time to time, determine. Two or more offices may be held by the same
person.

Section 2. Election.

A. Chair of the Board, President, Clerk and Treasurer. Each year at the first regular
meeting of the Board of Directors following the annual meeting of the Sole Shareholder, the
Board of Directors shall elect persons to serve in the offices of Chair of the Board, President,
Clerk and Treasurer for the ensuing year and until their successors are duly qualified, or until
their death or until they shall resign or be removed in the manner hereinafter provided. The
Board of Directors may from time to time fill any vacancy that may exist in any office and may
elect such other officers as they may determine to be necessary to manage the affairs of the
Corporation.

B. Other Officers. Each year at the annual meeting of the Board of Directors, the
Directors shall determine the number of offices other than Chair of the Board and President to be
filled and shall elect officers to fill such positions for the ensuing year and until their successors
are duly qualified, or until their death or until they shall resign or be removed in the manner
hereinafter provided. Directors from time to time may fill any.vacancy thatmay exist in any
office and may elect such other officers as they may determine to be necessary to manage the
affairs of the Corporation.

C. General Provisions. Election or appointment of an off,rcer, employee or agent,
shall not of itself create contract rights. The Board of Directors may authorizethe Corporation to
enter into an employment contract with any officer in accordance with applicable law and
regulation, but no such contract shall impair the right of the Board of Directors to remove any
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officer at any time in accordance with Section 3 of this Article III. All officers shall be sworn to
the faithful performance of their duties.

Section3. Removal. Theappointingbodymay atany timesuspendtherightof anyofficerto
perform such officer's duties and may remove any officer with or without cause at any duly
called meeting, whenever, in the judgment of the appointing body, the best interests of the
Corporation will be served thereby, but such removal, other than for cause, shall be without
prejudice to the contract rights, if any, of the person so removed.

Section 4. Duties and Powers. The duties of certain officers shall be as specified in this Section
4, as otherwise provided in these By-Laws, and as determined from time to time by the Board of
Directors.

A. Chair of the Board. The Chair of the Board, if any, shall preside at all meetings of
the Board and shall exercise overall supervision of the officers and affairs of the Corporation.

B. President. The President shall be the Chief Executive Officer of the Corporation
and shall have the general management of the affairs of the Corporation as far as they are not
specifically regulated by the Sole Shareholder or the Directors, including the Chair of the Board,
if any. The President shall preside at all the meetings of the Board in the absence of the Chair.

C. Executive Vice President. A Vice President of the Corporation may be
designated by the Board as Executive Vice President and in addition to the duties and powers
provided in these By-Laws and otherwise delegated by the Board and the Chief Executive
Officer, the Executive Vice President shall have the powers of the President during the absence
or disability of the President.

D Treasurer. The Treasurer shall be the Chief Financial Officer of the Corporation
and shall negotiate loans and receive and disburse all other funds of the Corporation, and, for this
pu{pose, shall have authority to sign checks upon any account ofthe Corporation in any bank or
similar type of institution. The Treasurer shall supervise the keeping of the accounts of the
Corporation in books which shall be the property of the Corporation and shall cause to be
prepared periodic statements of the financial condition of the Corporation and shall submit such
statements to the Board.

E. Clerk. The Clerk shall record the proceedings of the meetings of the Sole
Shareholder and Directors showing the names of the persons present. The Clerk may give notice
of all meetings of the Sole Shareholder and the Directors required by these By-Laws. The Clerk
shall furnish a certificate identi$'ing the officers annually to the clerk of the City of Nashua.

ARTICLE V

INDEMNIFICATION

Section 1. Suits, etc., Other Than by or in the Right of the Corporation. The Corporation shall
have the power to indemnifi any person who was or is a party or is threatened to be made a party
to any threatened, pending or completed action, suit or proceeding, whether civil, criminal or
administrative or investigative, other than an action by or in the right of the Corporation, by
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reason of the fact that he is or was a Director, off,rcer, employee or agent of the Corporation, or is
or was serving at the request of the Corporation as a Director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise, against expenses,
including attorneyso fees, judgments, fines and amounts paid in settlement actually and
reasonably incurred by him in connection with the action, suit or proceeding if he acted in good
faith and in a manner he reasonably believed to be in or not opposed to the best interests of the
Corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to
believe his conduct was unlawful. The termination of any action, suit or proceeding by
judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall
not, of itself, create a presumption that the person did not act in good faith and in a manner
which he reasonably believed to be in or not opposed to the best interests of the Corporation and,
with respect to any criminal action or proceeding, had reasonable cause to believe that his
conduct was unlawful.

Section 2. Suits, etc.. by or in the Right of the Corporation. The Corporation shall have power
to indemni$r any person who was or is a parly or is threatened to be made a party to any
threatened, pending or completed action or suit by or in the right of the Corporation to procure a
judgment in its favor by reason of the factthat he is or was a Director, officer, employee or agent
of the Corporation, or is or was serving at the request of the Corporation as a Director, officer,
employee or agent of another corporation, partnership, joint venture, trust or other enterprise
against expenses, including attorneys' fees, actually and reasonably incurred by him in
connection with the defense or settlement of the action or suit if he acted in good faith and in a
manner he reasonably believed to be in or not opposed to the best interests of the Corporation
and except that no indemnification shall be made in respect of any claim, issue or matter as to
which the person shall have been adjudged to be liable for negligence or misconduct in the
performance of his duty to the Corporation unless and only to the extent that the court in which
the action or suit was brought shall determine upon application that, despite the adjudication of
liability but in view of all circumstances of the case, the person is fairly and reasonably entitled
to indemnity for expenses which the court shall deem proper.

Section 3. Scope of Indemnification. To the extent that a Director, officer, employee or agent of
a corporation has been successful on the merits or otherwise in defense of any action, suit or
proceeding referred to in Section 1 or 2 above, or in defense of any claim, issue or matter based
on Section 1 or 2 above, he shall be indemnified against expenses, including attorneys, fees,
actually and reasonably incurred by him in connection therewith.

Section 4. Determination of Indemnification. Any indemnification under Section I or 2 above,
unless ordered by a court, shall be made by the corporation only as authorized in the specific
case upon a determination that indemnification of the Director, officer, employee or agent is
proper in the circumstances because he has met the applicable standard of conduct set forth in
Section I or 2 above. This determination shall be made:

(1) By the Board of Directors by a majority of vote of a quorum consisting of
Directors who were not parties to the action, suit or proceeding;
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(2) By independent legal counsel in a written opinion if such a quorum is not
obtainable, or, even if obtainable, if a quorum of disinterested Directors so

directs; or

(3) By the Sole Shareholder.

Section 5. Payment of Expenses. Expenses, including attorneys' fees, incurred in defending a
civil or criminal action, suit or proceeding may be paid by the Corporation in advance of the final
disposition of the action, suit or proceeding as authorized in the manner provided in Section 4
above, upon receipt of an undertaking by or on behalf of the Director, officer, employee or agent
to repay the amount unless it shall ultimately be detennined that he is entitled to be indemnified
by the Corporation as authorized in this section.

Section 6. Other Rights. The indemnification provided by this section shall not be deemed
exclusive of any other rights to which those indemnified may be entitled under any Bylaw,
agreement, vote of the Sole Shareholder or disinterested Directors or otherwise, both as to action
in his official capacity and as to action in another capacity while holding office, and shall
continue as to a person who has ceased to be a Director, officer, employee or agent and shall
inure to the benefit of the heirs, executors and administrators of that person.

Section 7. Insurance. The Corporation shall have power to purchase and maintain insurance on
behalf of any person who is or was a Director, officer, employee or agent of the Corporation, or
is or was serving at the request of the Corporation as a Director, officer, employee, agent of
another corporation, parbrership, joint venture, trust or other enterprise against any liability
asserted against him and incurred by him in any such capacity or arising out of his status as such,
whether or not the Corporation would have the power to indemnifu him against this liability
under the provisions of this section.

CONTRAC,',,"iJ;:::J:, AND DEPOSITS

Section I . Documents and Instruments. To the extent permitted by the laws of the State of New
Hampshire, and except as otherwise prescribed by these Bylaws with respect to certificates for
shares, the Chair of the Board, President, and Vice President or the Treasurer shall be authorized
to execute contracts, deeds, leases and all other documents. Notwithstanding the foregoing, the
Board of Directors may by special vote authori ze arly officer, employee or agent of the
Corporation to enter into any contract or execute and deliver any instrument in the name and on
behalf of the Corporation. Such authority may be general or confined to specific instances.

Section 2. Loans. No loans shall be contracted on behalf of the Corporation and no evidence of
indebtedness shall be issued in its name unless authorized by the Sole Shareholder. Such
authority may be general or confined to specific instances.

Section 3. Checks. Drafts, etc. All checks, drafts or other orders for the payment of money,
notes or other evidences of indebtedness issued in the name of the Corporation shall be signed by
one or more officers, employees or agents of the Corporation in such manner as shall from time
to time be determined by the Board of Directors.
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Section 4. Deposits. All funds of the Corporation not otherwise employed shall be deposited
from time to time to the credit of the Corporation in any of its duly authorized depositories as the
Board of Directors may select.

ARTICLE VII

FISCAL YEAR; ANNUAL AUDIT

The fiscal year of the Corporation shall be the calendar year.

ARTICLE VIII

CONFLICT OF INTEREST

A director shall not participate in debate or vote on matters that involve a direct personal and
pecuniary interest for the director or any immediate family member of the director.

ARTICLE IX

DISCRIMINATION PROHIBITED

In administering its affairs, the Corporation shall not discriminate against any person on the basis
of race, creed, color, national or ethnic origin, sex, physical disability, age or sexual orientation.

ARTICLE X

INSPECTION OF BOOKS AND RECORDS

The Sole Shareholder of the Corporation shall have such right to inspect and copy the books and
records of the Corporation as is provided by the New Hampshire Business Corporation Act, N.H.
RSA 293-4, or any successor thereto, exercise of which right shall be subject to compliance with
all notice or other requirements set forth therein, and subject to payment of reasonable copying
or other fees as may be provided therein. The books and records of the Corporation shall be
subject to the requirements and exemptions set forth in RSA Chapter 91-4.

ARTICLE XI

AMENDMENTS

These By-Laws may be amended at any time by the Sole Shareholder at a meeting expressly
called for such purpose.
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SETTLEMENT ^A,GREEMENT

This Settlement Agreement (the "Agreement") dated as of November 11, 2010 (the
"Effective Date") is made and entered into by and between the City of Nashua, New
Hampshire ("City') and Pennichuck Corporation ("PNNW"), Pennichuck Water Works, Inc.
("PWW"), Pennichuck East Utility, Inc. ('?EU"), Pittsfield Aqueduct Company, Inc.
("PAC") and Pennichuck Water Service Corporation ("PWSC"). (PNNW, PWW, PEU, PAC
and PV/SC are collectively referred to as "Pennichuck".)

WHEREAS, the City and Pennichuck are parties to an eminent domain proceeding
pursuant to RSA Chapter 38 before the New Hampshire Public Utilities Commission ("PUC"),
docketed by the PUC as DW 04-048 (the "PUC Eminent Domain Proceeding");

WHEREAS, on July 25,2008, the PUC issued its OrderNo. 24,878 (the "PUC Approval
Order") concluding, among other things, that (i) the taking of the plant and property of PWW by
eminent domain is in the public interest, (ii) the initial valuation of such plant and property as of
December 31, 2008 was $203 million, and (iii) the City must establish a $40 million mitigation
fund to protect the interests of the customers of PEU and PAC;

WHEREAS, on March 25,2010, the New Hampshire Supreme Court affirmed the PUC
Approval Order No. 24,878 and the PUC's Order No.24,948, which decision became effective
upon issuance of the Courtos mandate on April 7,2010;

WHEREAS, it is the City's and Pennichuck's desire, and it is mutually beneficial to them
and, they believe, in the public interest to resolve their differences on a consensual basis, rather
than through continuation of the administrative litigation process (including potential appeals)
that would otherwise be necessary to conclude the eminent domain process under NH RSA 38;

WHEREAS, the City and Pennichuck have executed and delivered that certain
Agreement and Plan of Merger dated as of November 11, 2010 (the "Merger Agreement") which
provides for the City directly or indirectly to acquire all of the issued and outstanding shares of
PNNW stock and conìmon stock equivalents (the "Merger") as a means of acquiring control over
the water systems owned and operated by Pennichuck;

WHEREAS, the City and Pennichuck have entered into the Merger Agreement, together
with this Agreement, to effect a comprehensive settlement of the eminent domain dispute
between the parties relating to the acquisition by the City of the water system owned and
operated by PWW, pursuant to the provisions of NH RSA Chapter 38 and Chapter 347, Section 5

of 2007 N.H. Laws, as amended by Chapter 1, Section 118 of the Laws of the 2010 Special
Session (the "Special Legislative Authority");

WHEREAS, as a condition and material inducement to Pennichuck's entry into the
Merger Agreement and in consideration therefor, the City has entered into this Agreement with
Pennichuck; and
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WHEREAS, it is the City's and Pennichuck's intention that this Agreement shall be
binding and enforceable on each of them.

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
conditions set forth below, the City and Pennichuck agree as follows:

1. Settlement and Resolution of the PUC Eminent Domain Proceeding. In consideration of
the agreements set forth herein and in the Merger Agreement, the City and Pennichuck
agree to settle all claims, controversies and disputes between the parties in the PUC
Eminent Domain proceeding, in accordance with the terms and conditions of this
Agreement.

2. Final Determination of Price: Ratification Vote. The City and Pennichuck agree that they
intend that $29.00 per share for the coûrmon stock and/or common stock equivalents of
PNNW (the "Price"), as stated in the Merger Agreement, shall constitute the "final
determination of the price to be paid for the plant and properly to be acquired under the
provisions of RSA 38:8, 38:9 or 38:10 and any consequential damages under RSA 38:33"
within the meaning of NH RSA 38:13. Accordingly, the City agrees that it shall, within
90 days after the date of the Merger Agreement, take all steps necessary to duly call, give
notice of, convene and hold a meeting of the City's Board of Aldermen for the purpose of
t¿king action by an affirmative vote of not less than 10 members of the City's Board of
Aldermen (a) to approve and rafify, pursuant to NH RSA 38:13 and the Special
Legislative Authority, the issuance of bonds and notes necessary to defray the costs to be
incurred by the City to consummate the Merger pursuant to the terms and conditions of
the Merger Agreement (if so approved and ratified, the "Acquirer Ratification Vote"),
and (b) to make the ñndings required by the Special Legislative Authority (if so made,
the "Acquirer Special Findings Vote"). The City agrees that (i) an affirmative vote of
less than 10 members of the City's Board of Aldermen regarding the Acquirer
Ratification Vote, or (ii) the failure by the Board of Alderman to take a vote within the
90-day period specified in this Paragraph 2, shall each constitute a vote in the negative
for purposes of RSA 38: 13.

Withdrawal Notice: Escrow Asreement. The City and Pennichuck agree that the petition
filed by the City in DW 04-048 should be dismissed with prejudice, subject to the terms
and conditions of this Settlement Agreement, except to the extent necessary for the PUC
to approve the Merger and the other transactions contemplated by the Merger Agreement.
Contemporaneous with the execution of this Agreement, the City and Pennichuck have
each executed the Joint Notice of Withdrawal and Motion for Dismissal with Prejudice
affached hereto as Exhibit A (the "Withdrawal Notice"). The City and Pennichuck agree
to cause the executed Withdrawal Notice to be delivered to a person who shall hold the
Withdrawal Notice as escrow agent pursuant to the terms of an Escrow Agreement
substantially in the form attached hereto as Exhibit B (the "Escrow Agreement").

Filing of the Withdrawal Notice with the PUC. Upon the termination of the Merger
Agreement by either the City or Pennichuck in accordance with the terms of Section 8.02
thereof, the City and Pennichuck agree that, in accordance with the terms of the Escrow

aJ.

4.
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Agreement, Pennichuck shall have the right, upon providing five (5) days prior written
notice to the escrow agent (the "Notice"), with a contemporaneous copy to the City
(addressed to City Corporation Counsel), to direct the Escrow Agent to release the
Withdrawal Notice to Pennichuck's independent attomeys, Mclane, Graf, Raulerson &
Middleton ("Pennichuck's Attorney"). Such Notice to the Escrow Agent shall include
evidence that Pennichuck has provided the required Notice copy to the City. The Escrow
Agreement shall provide that the Escrow Agent shall release the Withdrawal Notice to
Pennichuck's Attorney no sooner than five days after the Escrow Agent's receipt of such
Notice. Promptly after the Escrow Agent's disbursement of the Withdrawal Notice to
Pennichuck's Attorney, Pennichuck shall cause Pennichuck's Attorney to file the
Withdrawal Notice with the PUC.

5. Effect of Filing of the Withdrawal Notice. The City and Pennichuck each agree that,
upon the filing of the Withdrawal Notice and the dismissal of the PUC Eminent Domain
Proceeding, they each release and forever discharge the other party and their officers,
members, shareholders, directors, attorneys, agents, representatives, employees, and
subsidiaries of and from any and all actions, claims, debts, controversies, promises,
compensation, and liabilities of whatsoever kind and nature, including any claim for
monetary damages or lost profits that they may have and/or could have had against one
another, arising out of or in connection with the PUC Eminent Domain Proceeding;
provided however, that each of the parties shall be fully subject to the terms and
conditions and provisions of the Merger Agreement, this Agreement and the Escrow
Agreement, including but not limited to the obligation to pay any liquidated damages or
the Company Termination Fee, as that term is defined in the Merger Agreement; and
provided further that the parties acknowledge this Agreement, including the foregoing
release, shall not affecf, restrict, diminish or extinguish any rights that Pennichuck Water
Works has or may have to recover its defense-related expenses associated with the PUC
Eminent Domain Proceeding through PUC approved rates it charges its customers
(including the City).

6. Representations and Warranties of the Parties. Each of the parties hereto represents and
warrants to the other parly as follows:

(a) Authoritv and Enforceabilitv. Each party has all requisite power and authority to
execute and deliver this Agreement and to perform its obligations hereunder. The
execution, delivery and performance of this Agreement by each party has been
duly authorizedby all authorities required to approve such actions. This
Agreement has been duly and validly executed and delivered by each party and
constitutes a valid and binding agreement of each pa(¡, enforceable in
accordance with its terms, except to the extent that enforceability may be limited
by bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or
other similar laws of general applicability relating to or affecting the enforcement
of creditors' rights and by the effect of the principles of equity (regardless of
whether enforceability is considered in a proceeding in equity or at law).

(b) No Conflicts or Consents. The execution and delivery and performance of this
Agreement does not conflict with (i) any statute, rule, regulation or law to which
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aîy party is subject, or (ii) any note, bond, mortgage, indenture, contract,
agreement, lease or other instrument or obligation to which any party is a party or
is otherwise subject. The execution and delivery of this Agreement by each party
does not, and the performance of this Agreement by each party will not, require
any consent, approval, authonzatron or permission of any governmental entity or
person, except to the extent that the requests made through the filing of the
Withdrawal Notice will be subject to the review and approval of the PUC.

Equitable Remedies. Because an award of money damages would be inadequate for any
breach of this Agreement by aparty, and any such breach would cause any other party
irreparable harm, the parties also agree that, in the event of any breach or threatened
breach of this Agreement, any such aggrieved non-breaching party will also be entitled,
without the requirement of posting a bond or other security, to equitable relief, including
injunctive relief and specific performance. Such remedies will not be the exclusive
remedies for any breach of this Agreement but will be in addition to all other remedies
available at law or equity.

Other Provisions.

(a) Modification. This Agreement may be modified or waived only by a separate
writing signed by each pafcy.

(b) Severabilitv. If any term or other provision of this Agreement is determined to be
invalid, illegal or incapable of being enforced because of any law or public policy,
all other conditions and provisions of this Agreement shall nevertheless remain in
full force and effect.

Governing Law. This Agreement shall be governed by and construed under the
laws of the State of New Hampshire without regard to conflicts-of-laws
principles.

Counterparts; Facsimile Signatures. This Agreement may be executed in two or
more counterparts, all of which shall be considered one and the same agreement
and shall become effective when two or more counterparts have been signed by
each of the parties and delivered to the other parties. Any signature on this
Agreement or any related instrument or agreement that is delivered by facsimile
or by electronic data file shall have the same effect as an original.

[Remainder of this page is intentionally left blank;
the signature page follows on the next page.]

8.

(c)

(d)
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IN WITNESS WHEREOF, the Parties have entered into this Agreement as of the date
first set forth above.

CITY OF NASHUA

By:
Donnalee Lozeau, Mayor

PENMCHUCK CORPORATION

Duane C. Montopoli, CEO

PENNICHUCK WATER WORKS, INC.

By:
Duane C. Montopoli, CEO

PENMCHUCK EAST UTILITY, INC.

Duane C. Montopoli, CEO

PITTSFIELD AQUEDUCT COMPANY, INC.

Duane C. Montopoli, CEO

PENMCHUCK WATER SERVICE CORPORATION

By:
Duane C. Montopoli, CEO

Exhibit A - Notice of Withdrawal and Motion for Dismissal with Prejudice by City of Nashua
Exhibit B - Form of Escrow Agreement

By:

By:

By:
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CONFIDENTIALITY AGREEMENT

Agreement made this 1lth day of Novemb er,20l0 (the "Effective Date") by and
between the City of Nashua, New Hampshire, a New Hampshire municipal corporation
with an address of 229 Main Street, Nashua, New Hampshire ("Nashua") and Pennichuck
Corporation, a New Hampshire business corporation with its principal office at25
Manchester Street, Merrimack, New Hampshire ("Pennichuck")(collectively, Nashua and
Pennichuck are sometimes referred to herein as the o'Parties" and individually as a
"Party").

Subject to the provisions of this Agreement, the Parties have executed that certain
Merger Agreement of even date herewith (the "Merger Agreemenf'). The transactions
contemplated by the Merger Agreement (the "Transactions") could become the basis to
resolve and settle an administrative proceeding (No. DW-04-048) before the New
Hampshire Public Utilities Commission ("NHPUC") involving the Parties as well as
certain Pennichuck subsidiaries (the "Eminent Domain Case"). In connection with
discussions to resolve and settle the Eminent Domain Case and to negotiate and perform
obligations under the Merger Agreement, each Party has received and may receive
certain Conf,rdential Information (as defined below) of the other Party. (For purposes of
this Agreement, the Party that discloses Confidential Information is sometimes referred to
as the "Discloser," and the Party that receives Confidential Information is sometimes
referred to as the "Recipient.")

In consideration of the Merger Agreement and as a condition to each Party
furnishing access to such Confidential Information, the Parties agree to the terms and
conditions set forth in this Agreement:

1. ConfidentÍal and Pronrietarv Nature of the Information. Each Party
acknowledges the confidential and proprietary nature of the Confidential
Information (as defined below), agrees to hold and keep the Confidential
Information as provided in this Agreement and otherwise agrees to each and every
restriction and obligation of this Agreement.

2. Confidential Information. As used in this Agreement, the term "Confidential
Information" means any information, whether oral or documented in written,
electronic or other format, concerning the operations, strategies, plans and affairs
of Discloser and any of its subsidiaries (which shall include, without limitation,
Discloser's orgatrjzational information and plans, legal arrangements and plans,
income and other tax plans and strategies, personnel information, severance
arrangements, capital expenditure programs and plans, business plans and
budgets, historical and projected financial information, contracts and contractor
arrangements), which has been or may hereafter be provided or otherwise
disclosed by Discloser or by the directors, officers, employees, agents,
consultants, advisors, or other representatives, including legal counsel,
accountants and financial advisors ("Representatives") of Discloser to Recipient
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or to any of Recipient's Representatives. Confrdential Information includes all
notes, anaþses, compilations, studies, summaries, and other material prepared by
Recipient and/or its Representatives containing any Confidential Information or
prepared using any Confidential Information. Discloser or its Representatives
shall identi$r to Recipient in writing which information it considers to be
confidential, either by marking documents as "Confidential" or by promptly
confirming in writing any oral or other information that it considers to be
confidential. If Recipient or its Representatives are unsure whether certain
information provided to it should be considered Confidential Information, it shall
treat that information as Confidential Information until it receives a response to a
specific inquiry via notice made to the Discloser, which response Discloser shall
provide by return notice within 10 business days following its receipt of notice
pursuant to Section 11 of this Agreement. Conflrdential Information does not
include information that Recipient or its Representatives already know from
disclosures not then subject to a duty of confidentiality or information that
becomes publicly available through no fault of Recipient and/or its
Representatives. For the avoidance of doubt, the term "Confidential Information"
does not include Proposals, Prior Disclosures and Prior Privileged Information as

those terms are defined in Section 9 of this Agreement; provided, however, to the
exten! and only to the extent, that any of such Proposals, Prior Disclosures and
Prior Privileged Inforrnation include any Confidential Information as defined in
this Section 2, the Recipient and its Representatives shall treat such portion of any
Proposal, Prior Disclosure or Prior Privileged Information as Confidential
Information in accordance with all of the terms and conditions of this Agreement.

Restricted Use of Confidential Information.

Each Party agrees that the Confidential Information (i) will be kept confidential
by Recipient and its Representatives and (ii) without limiting the foregoing, will
not be disclosed by Recipient or its Representatives to any person and/or third
party, other than the Discloser and its Representatives, except with the prior
written consent of the Discloser, (as applicable, James McNamee in the case of
Nashua and Roland Olivier in the case of Pennichuck), or except as otherwise
expressly permitted by this Agreement.

It is understood that Recipient may only disclose Confidential Information to
those of its Representatives who (i) require such material for the purpose of
evaluating the possible Transactions and (ii) are informed by Recipient of the
confidential nature of the Confidential Information and the obligations of this
Agreement. Each Party further agrees that Recipient and its Representatives will
not use any of the Confidential Information for any reason or purpose other than
for the purpose of consummating the Transactions and the Merger Agreement.
Each Party also agrees to enforce the terms of this Agreement as to such Party's
Representatives and to take such action, legal or otherwise, to the extent necessary
to cause them to comply with the terms and conditions of this Agreement.

(b)

a
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The Parties acknowledge and agree that from and after the Effective Date of this
Agreement, any information constituting Proposals, Prior Disclosures or Prior
Privileged Information shall not be subject to the nondisclosure requirements of
this Section 3, except to the extent, and only to the extent, that such Proposals,
Prior Disclosures or Prior Information include Confidential Information that is
subject to nondisclosure under the terms and conditions of this Agreement.

Use of ConfidentÍal fnformation. Proposals. Prior Disclosures or Prior
Privileged Information in Anv Proceedinq Between the Parties. The Parties
hereby agree that all communications between the Parties and/or their respective
Representatives which disclose any of the Confidential Information, Proposals,
Prior Disclosures or Prior Privileged Information shall not be admissible or
discoverable for any pwpose in any adjudicative proceeding, including
impeachment, including, without limitation, the Eminent Domain Case or any
other litigation or proceeding of any kind in any forum involving the Parties, and
shall be protected from disclosure to anyone as settlement discussions for
purposes of all applicable rules of evidence, including specifically Rule 408 of the
Federal Rules of Evidence and Rule 408 of the New Hampshire Rules of
Evidence, which the Parties agree, for purposes of enforcing this Agreement, shall
be deemed to apply to proceedings before the NHPUC and to any other litigation,
appeal or proceeding of any kind in any forum involving any of the Parties to this
Agreement. The Parties agree that a.copy of this Agreement may be introduced
into evidence in any administrative or court proceeding in which any person seeks
the disclosure of information which is the subject of this Agreement for the sole
pu{pose of protecting the confidentiality and privilege of such information,
provided that the Agreement is placed under seal. For avoidance of doubt, and
except as otherwise expressly permitted under this Agreement, the Parties agree
that Confidential Information, Proposals, Prior Disclosures and Prior Privileged
Information, shall not be disclosed as part of any answer to a data request or other
request for production in the Eminent Domain Case.

Exceptions. All of the foregoing obligations and restrictions do not apply to that
part of the Confidential Information that Recipient demonstrates (a) was or
becomes generally available to the public prior to, and other than as a result of, a
disclosure by Recipient or its Representatives, or (b) was available, or becomes
available, to Recipient on a nonconfidential basis prior to its disclosure to
Recipient by Discloser or Discloser's Representative, but only if the source of
such information is not bound by a confidentiality obligation with respect to that
part of the Confidential Information.

Legal Proceedings. If either Party or any of its Representatives becomes legally
compelled (by oral questions, interrogatories, requests for information or
documents, subpoena, civil or criminal investigative demand or similar process,
including but not limited to a proceeding to require disclosure of information
pursuant to NHRSA Chapter 91-A) (such questions, interrogatories, requests,
documents, subpoena, demand or similar process and/or proceeding referred to

5.

6.
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collectively herein as "Legal Proceedings") to make any disclosure of
Confidential Information that is prohibited or otherwise constrained by this
Agreement, such Party or such Representative, as the case may be, will provide
the other Party with prompt written notice of such Legal Proceedings so that
either or both Parties (with cooperation of the other Party or both Parties
respectively) may seek an appropriate protective order and/or other appropriate
relief or so that the other Party, in its sole discretion, may waive compliance with
the provisions of this Agreement. In the absence of such relief or receiving such a
waiver from the other Party, Recipient [.e., the Party being compelled to legally
disclose) or its Representative is permitted (with Discloser's cooperation but at
the Recipient's expense) to disclose that portion (and only that portion) of the
Confidential Information that Recipient or its Representative is legally compelled
to disclose. Subject to the foregoing, Recipient or such Representative may
furnish that portion (and only that portion) of the Confidential Information that, in
the written opinion of its counsel, Recipient is legally compelled or is otherwise
required to disclose or else stand liable for contempt or suffer other censure or
penalty; provided, however, that Recipient and the Recipient's Representatives
must use reasonable efforts to obtain reliable assurance that confidential treatment
will be accorded any Confidential Information so disclosed.

For the avoidance of doubt, the Parties further intend that any Confidential
Information be treated as exempt from disclosure pursuant to NH RSA 91-A and
specifically that the Parties further intend that any Confidential Information, be
treated as "confidential, commercial or financial information" of the Parties, as set
forth in NH RSA 91-A:5, IV. Consistent with the terms of this Agreement and
the provisions of NH RSA Chapter 91-4, Nashua shall take action to protect such
Confidential Information from disclosure.

Destruction or Return of Confidential Information. Upon the written request
of the Discloser, Recipient agrees that it will destroy or return (at Discloser's sole
option) all documents or other matters constituting the Discloser's Confidential
Information in the possession or control of Recipient or Recipient's
Representatives. Upon the termination of the Merger Agreement for any reason,
both Parties agree that they will destroy or return (at the Discloser's sole option)
all documents or other matters constituting Confidential Information. Any such
destruction or return pursuant to the foregoing shall be certified in writing by an
authorized officer supervising such destruction.

Remedies. Because an award of money damages would be inadequate for any
breach of this Agreement by either Pafi and/or its Representatives, and any such
breach would cause the non-breaching Party irreparable harm, each Party also
agrees that, in the event of any breach or threatened breach of this Agreement, the
non-breaching Party will also be entitled, without the requirement of posting a
bond or other security, to equitable relief, including injunctive relief and specific
performance. Such remedies will not be the exclusive remedies for any breach of

8.
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this Agreement but will be in addition to all other remedies available at law or
equity to the non-breaching Party.

Entire Agreement and Termination of Prior Agreements. This Agreement
constitutes the entire agreement of the Parties with respect to the matters covered
by this Agreement and supersedes all prior agreements and understandings, both
written and oral, among the Parties with respect to the matters covered by this
Agreement, and all amendments thereto, including, but not limited to, the
Confidentiality Agreement between Nashua and Pennichuck dated Jantnry 14,
2009 (the "2009 Confidentiality Agreement"), the Confidentiality Agreement
between Nashua and Pennichuck dated August 8,2006, supplemented by a First
Supplement to such Confidentiality Agreement dated August 28,2006 (the"2006
Confidentiality Agreement"), and as further modified by a Agreement between
Steven Camerino and Alan Reische dated October 5,2006 (collectively, the
"Prior Agreements"). Accordingly, the Parties hereby agree to terminate the Prior
Agreements as of the Effective Date. Notwithstanding the termination of the
Prior Agreements, with respect to all Proposals (as that term is defined in the
2009 Confidentiality Agreement, which shall be referred to in this Agreement as

"Proposals"), Discussions and Communications (as those tenns are defined in the
Prior Agreements, and collectively such Discussions and Communications shall
be referred to in this Agreement as ooPrior Disclosures") and with respect to all
information or activities that were deemed privileged pursuant to Section 4 of the
2006 Confidentiality Agreement (collectively such information and activities are
referred to in this Agreement as "Prior Privileged Information"), the Parties
specifically acknowledge that said Prior Disclosures and Prior Privileged
Information shall be subject to the terms and conditions of this Agreement, in
accordance with the express references to Prior Disclosures and Prior Privileged
Information set forth in this Agreement. Furthermore, in terminating the Prior
Agreements, the Parties agree that those persons who obtained access to
Confidential Information pursuant to the Prior Agreements, including those
persons listed on Exhibit A to the 2006 Confrdentiality Agreement, remain subject
to the confidentiality, nondisclosure and privilege obligations with respect only to
Confidential Information as expressly specifred in this Agreement as

Representatives of their respective Party.

Term and Termination. The term of this Agreement shall commence on the
Effective Date and shall continue until December 31,2016, after which date the
Parties shall have no further obligations hereunder.

Notices. Any notice required or permitted to be given under this Agreement shall
be deemed to have been duly given if delivered personally, or mailed by overnight
courier service with proof of delivery or by registered mail, postage prepaid,
return receipt requested to the person and address set forth below for such Parly or
to such other address as such Party shall provide by written notice. Notice
delivered personally shall be deemed received as of actual receipt; mailed notices

10.

11.
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shall be deemed received one business day after sending by overnight courier, or
five business days after the date of mailing by registered mail.

In the case of any notice sent to Nashua, the notice shall be sent to:

Corporation Counsel
City of Nashua
Atûr: Mr. James McNamee
229 }dal¡ Street
Nashua, New Hampshire

In the case of any notice sent to Pennichuck, the notice shall be sent to:

General Counsel and Corporate Secretary
P ennichuck Corporation
Attn: Mr. Roland Olivier
25 Manchester Street
P.O. Box 1947
Merrimack, New Hampshire 03054

12. Miscellaneous.

(a) Modifïcation. This Agreement may be modifred or waived only by a
separate writing signed by both Parties.

(b) Severabilitv. The invalidity or unenforceability of any provision of this
Agreement shall not affect the validity or enforceability of any other
provision of this Agreement, which shall remain in fulIforce and effect. If
any covenant or provision of this Agreement is determined to be
unenforceable by reason ofits extent, duration, scope, or otherwise, the
Parties contemplate that the court making such determination shall reduce
such extent, duration, scope, or other provision and enforce such provision
in its reduced form for all purposes contemplated by this Agreement.

(c) Governins Law. This Agreement shall be governed by and construed
under the laws of the State of New Hampshire without regard to conflicts-
of-laws principles.

(d) Execution of Agreement. This Agreement may be executed in one or
more counterparts, each of which will be deemed to be an original copy of
this Agreement, and all of which, when taken together, shall be deemed to
constitute one and the same agreement.

-6-
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IN WITNESS WHEREOF, the duly authorized representative of each Party has
executed this Agreement as of the Effective Date.

CITY OF NASHUA

Name: Donnalee Lozeat
Its: Mayor

PENNICHUCK CORPORATION

By:
Name: Duane C. Montopoli
Its: President & CEO

By:

-7 -

Appendix 2   
Page 85 of 127 
Joint Motion to Schedule Procedural Conference 
DW 04-048

98



COMPA¡¡-Y DISCLOSURE SCHEDULE

PENNICHUCK CORPORATION

COMPAIYY DISCLOSURE SCHEDULE

The following are the Company Disclosure Schedules thatare set forth in the Agreement and

Plan of Merger dated November 1lth, 2010 ("Agreement") by and between Pennichuck
Corporation ("Company") along with all of its Subsidiaries and the City of Nashua, New
Hampshire ("Acquirer") and Acquirer's wholly-owned Subsidiary ("Acquirer Sub"). The
capitalized terms in this Company Disclosure Schedule shall be the same as those in the

Agreement.
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Section 3.01 - All of the Subsidiaries of the Comparry arc set forth in the following Section of
the Company Disclosure Schedule (the"Company Subsidiaries"), together with the jurisdiction
of organization of each Company Subsidiary and the percentage of each Company Subsidiary's

outstanding capital stock or membership interests owned by the Company, another Company
Subsidiary or any third party along with a list of all Persons in which the Company or any
Company Subsidiary holds any equity interest:

1. Pennichuck Water Works, Inc.,I00%o owned Subsidiary incorporated in New Hampshire
("PWW")

2. Pennichuck East Utility,lnc.,I00%o owned Subsidiary incorporated in New Hampshire
(.,PEU")

3. Pittsfield Aqueduct Company, lnc., 100%o owned Subsidiary incorporated in New
Hampshire ("PAC")

4. Pennichuck Water Service Corporation,I00o/o owned Subsidiary incorporated in New
Hampshire ("PWSC")

5. The Southwood Corporation, 1000/o owned Subsidiary incorporated in New Hampshire
(Southwood")

6. HECOP IV, LLC, a limited liability company formed in New Hampshire, 50% owned by
The Southwood Corporatton,50%o owned by John P. Stabile, II ("HECOP IV")

7. Salrnon Brook Development Corporation, a 100/o owned inactive Subsidiary
incorporated in New Hampshire ("Salmon Brook")

Company does not directly or indirectly own any equity or similar interest in, or any interest

convertible into or exchangeable or exercisable for, any equity or similar interest in, any Person,

other than the Company Subsidiaries listed above and HECOP IV. HECOP IV is not defined as a

Subsidiary in the Agreement.
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Section 3.03 - Capitalization Matters

1. Attached is a true and complete list of all outstanding stock options under the Company
Stock Option Plans (1995 Plan and the 2000 Plan which, as amended and restated was

renamed as the 2009 Plan), the name of each holder thereof, the number of shares

purchasable or acquirable thereunder or upon conversion or exchange thereof and (if any)
the per share exercise or conversion price or exchange rate ofeach Company Stock
Option.

a. See attached list of all stock options

2. Attached is a list of all options, warrants or other similar rights, convertible or
exchangeable securities, "phantom stock" rights, stock appreciation rights, stock based

performance units, agreements, arrangements, commitments or understandings to which
the Company is a party, whether or not in writing, of any charactq relating to the issued

or unissued capitai stock or other securities of the Company or any of the Company
Subsidiaries or obligating the Company or any of the Company Subsidiaries to issue

(whether upon conversion, exchange or otherwise) or sell any share of capital stock of, or
other equity interests in or other securities of the Company or any of the Company
Subsidiaries.

a. None except the attached list of stock options

3. All shares of Company Common Stock subject to issuance, except those attached to this
Section of the Company Disclosure Schedule, shall, upon issuance on the tenns and

conditions specified in the instruments pursuant to which they are issuable, be duly
authorized, validly issued, fully paid and nonassessable.

a. True

4. The following lists all obligations, contingent or otherwise, of Company or any Company
Subsidiaries to repurchase, redeem or otherwise acquire any shares of Common Stock or
capital stock of any Company Subsidiary or any other securities of the Company or any
of the Company Subsidiaries or to provide funds to or make any investment (in the form
of a loan, capital contribution or otherwise) in any such Company subsidiary or any other
entity:
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a. The HECOP IV LLC Operating Agreement, attached hereto and previously

disclosed to the Acquirer, lists certain repurchase and capital contribution
obligations of the Southwood Corporation with respect to the operation of this

LLC.

5. List all preemptive rights, security interests, liens, claims, pledges, taking actions,

agreements, limitations in the Company's voting rights, charges or other encumbrances of
any nature whatsoever (collectively , "Liens") on the Common Stock or securities of the

Company and/or any of the Company Subsidiaries or other entities:

a. The August 2006 Amendment to the Bank of America line of credit borrowing
facility grants BOA a pledge and security interest in 100% of the stock of PWW,

PEU, PAC, PWSC and Southwood as security for any outstanding balance due.

b. HECOP IV LLC - John P. Stabile, II has the right of first refusal to purchase

Southwood Corporation's ownership interest in this LLC.
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Section 3.05(a) - Material Contracts

1. Attached is a list of all contracts, agreements, arrangements or understandings, whether
or not in writing, to which the Company or any of the Company Subsidiaries is a party or
by which any of them is bound as of the date of the Agreement, (i) that are required to be
filed as "material contracts" with the SEC pursuant to the requirements of the Securities
Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder
(the"Exchange Act"); (ii) under which, To the Knowledge of the Company, the
consequences of a default, nonrenewal or termination could have a Company Material
Adverse Effect; or (iii) pursuant to which payments might be required or acceleration of
benefits may occur upon a "change of control" of the Company or the Company
Subsidiaries (collectively, along with the Related Party Contracts, the "Material
Contracts").

a. Attached is a list of all applicable Material Contracts

b. Attached is a copy of the Company's Labor Contract

c. Attached is a copy of the Purchase and Sale Agreement, as amended, by and
among Pennichuck Corporation and Southwood Corporation, as Sellers, and
North Concord Street, LLC, as Buyer, for Parcel F, a parcel of land south of the
Pennichuck watershed and the Company's water treatment plan in Nashua, NH.

2. The following is a list (and if any of the same is not in writing, a fair summary thereof) of
all contracts, agreements, anangements or understandings, whether or not in writing,
between the Company or any Company Subsidiary on the one hand, and the Company or
any other Company Subsidiary on the other hand (collectively the"Related Party
Contracts").

a. Intracompany Cost Sharing Agreement (attached hereto)

b. Money Pool Agreement (attached hereto)

3. Except as set forth below, neither the Company nor any Company Subsidiary has
received any written notice, or, To the Knowledge of the Company, any oral or other
communication, reasonably indicating the intent of any Person to terminate any Material
Contract:

a. Attached is a copy of the Anheuser-Busch, Inc. termination letter dated June 30,
2010 regarding the Third Special Contract for water services between Anheuser-
Busch and PW"W
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Section 3.05(b) - No default or Material Adverse Effect

l. Except with respect to the following list, To the Knowledge of the Company, the
execution and delivery of this Agreement by the Company does not, and the performance
of this Agreementby the Company will not:

a. Conflict with or violate the Company Charter or the Company By-Laws or any
Subsidiary Document,

i. None

Conflict with or violate any law, rule or regulation, whether federal, state, local or
foreign (collectively,"Laws"), or any order, judgment or decree, whether federal, .

state, local or foreign (collectively, "Orders"), applicable to the Company or any
of the Company Subsidiaries or by which its or any of their respective properties
is bound or affected, or

i. None

To the Knowledge of the Company, result in any breach of or constitute a default
(or an event that with notice or lapse of time or both would become a default)
under, or result in a modification of any right or benef,rt under, or impair the
Company's or any of the Company Subsidiaries' rights or alter the rights or
obligations of any third party under, or give to others any right of termination,
amendment, acceleration or cancellation of, or repayment, repurchase or increased
payment under, any Material Contract, or result in the creation of a Lien on any of
the properties or assets of the Company or any of the Company Subsidiaries
pursuant to, any note, bond, mortgage, indenture, contract, agreement, lease,
license, permit, franchise or other instrument or obligation to which the Company
or any of the Company Subsidiaries is a parly or by which the Company or any of
the Company Subsidiaries or its or any of their respective properties is bound or
affected, except in the case of (ii) or (iii) only for any such conflicts, violations,
breaches, defaults or other occuffences that would not, individually or in the
aggregate, have a Company Material Adverse Effect and subject to obtaining or
making the Company Required Consents (as defined below).

i. Business Finance Authorit-y of the State of New Hampshire debt (all series):
"Mandatory Redemption Upon Condemnation of Principal Assets. The Bonds
are subject to redemption as a whole, or in part in Authorized Denominations,
within 15 days following receipt by the Trustee of written notice from the
Borrower that title to, or the temporary use of, all or substantially all of the
Project, or any substantial part of the Capital Properties (as such term is
defined under "SECURITY AND SOURCES OF PAYMENT FOR THE
BONDS - The Agreement") of the Borrower, has been taken under the

b.
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exercise of the power of eminent domain by any governmental body or by any
person, acting under governmental authority (or a bona fide sale in lieu of
such taking has occurred). In such event the Bonds will be redeemed...."

ii. CoBank $4.5 Million loan to PEU dated Februarv 9. 2010: "Article 8
EVENTS OF DEFAULT Each of the following shall constitute an "Event of
Default hereunder....Section 8.11. Changes in Ownership. The Company
shall cease to be owned 100%by the Guarantor or 50Yo or more of the voting
stock in the Guarantor should be acquired by a Person or a Person and one or
more affiliates of that Person."

iii. Bank of America Line of Credit Amendment dated June 19. 2008: "Article
VI Section 6.2 Merger. Consolidation or Acquisitions. The Borrower and the
Guarantor shall not be a party to any merger, consolidation or any other
reorganization, or acquire by purchase, lease or otherwise all or substantially
all the assets or capital stock ofany person, parbrership, corporation or
entþ...."

2. Except with respect to the following list, there is no default or state of facts which with
notice or lapse of time or both would constitute a default on the part of the Company or
any of the Company Subsidiaries or To the Knowledge of the Company on the part of
any other party under a Material Contract, and the Company has not received or given
notice of any default or claimed default or state of facts which with notice or lapse of
time or both would constitute a default on the part of any party under a Material Contract.

None
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Section 3.05(c) - Consents and Approvals

The execution and delivery of this Agreement by the Company does not, and the
performance of this Agreement by the Company will not, require any consent, approval,

authoraation or permit of, or filing with or notification to, any national, federal, state or local
governmental, regulatory or administrative authority, agency, commission, court, tribunal,
arbitralbody or self-regulated entity, domestic or foreign (each a "Governmental Entity,"
and, collectiv ely, oo Governmental Entities"), except for:

l. Applicable requirements of the Exchange Act,

2. The filing and recordation of appropriate merger or other documents as required by the

NHBCA,

3. Laws, Orders and practices of any state public utility control or public service

commissions or similar state regulatory bodies (*PUCs"), each of which is set forth in the

list below:

a. New Hampshire Public Utility Commission

b. New Hampshire Deparhnent of Environmental Services

c. U.S. Securities and Exchange Commission (proxy for shareholder vote)

d. New Hampshire Department of Securities þlan of merger)?

4. Laws, Orders and practices of any state or local departments of public health or
departments of health or similar state or local regulatory bodies or of any federal, state or
local regulatory body having jurisdiction over environmental protection or environmental

conservatiol6¡ similar matters ("Environmental Agencies"), each of which is identifred
in the list below:

a. New Hampshire Department of Environmental Services

b. United States Environmental Protection Agency

c. Massachusetts Department of Environmental Protection (with respect to

operations and maintenance services provided to customers in Massachusetts by
PWSC)
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Section 3,07 - SEC Filings and Financial Statements

1 . Section 3.07(b) - Except with respect to the following meetings since Decemb er 31, 2009
for which minutes have not been approved, the minute books and other similar records of
the Company and each Company Subsidiary contain complete and accurate records, in all
material respects, of all votes taken since December 3I, 1999 at any meeting of the
shareholders or directors of such entity and of all written consents executed since
December 31, 1999 in lieu of such meetings, in each case as required to be so reflected,
recorded or taken under applicable Law:

Regular Board Meeting on March 3, 2010

Special Board Meeting on April 21,2010

Annual Meeting of the Company Shareholders on May 5,2010

Annual Meeting of the Board of Directors of the Company on May 5,2010

Annual Meeting of the Shareholder and the Boards of Directors of the Company
Subsidiaries (PWW, PEU, PAC, PWSC and Southwood) on May 5, 2010

Special Meeting of the Board of Directors on May 25,2010

Special Meeting of the Board of Directors on June 28,2010

Action by Consent in lieu of a Special Meeting on July 13,2010 regarding a
corporate guarunty by Pennichuck Corporation of New Hampshire State
Revolving Loan Fund loan of $1,600,000 to PWW for the interconnection
between the Drew Woods Community Water System and the Town of Derry
Water System.

i. Regular Meeting of the Board of Directors on August 4, 2010

j. Special Meeting of the Board of Directors on September 10, 2010

k. Regular Meeting of the Board of Directors on October 28,2010

l. Special Meeting of the Board of Directors on November 10, 2010

a.

b.

c.

d.

ûÞ'

h.
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2. Section 3.07(c) - The following sets forth a list of all registration statements and
prospectuses which the Company maintains effective under the Securities Act. No such
registration statement or prospectus contains an untrue statement of a material fact or
omits to state a material fact required to be stated therein or necessary in order to make
the statements therein, in light of the circumstances under which they were made, not
misleading:

a. Form S-3, Registration Statement under the Securities Act of 1933 ("Shelf
Registration") for 1,000,000 shares of Pennichuck Corporation Common Stock as

filed with the Securities and Exchange Commission on July 9,2009, Registration

No. 333-160198.

b. Amendment No. 1 to Form S-3, Registration under the Securities Act of 1933

(Dividend Reinvestment and Common Stock Purchase Plan) for 300,000 shares of
Pennichuck Corporation Common stock as filed with the Securities and Exchange

Commidsion on March 13,2009, Registration No. 333-157905. This Form S-3

also relates to rights to purchase shares of Series A Junior Participating Preferred

Stock pursuant to the terms of the Company's Rights Agreement dated April 20,

2000, as amended.

c. Forms S-8 (No. 333-57354 and No. 333-145673) for the 2000 Stock Option Plan,

as amended in August 2007 to increase the number of available stock options to

500,000 shares.
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Section 3.08 - Absence of Certain Changes or Events

Except as set forth in the Filed Company SEC Reports and except as set forth in this Company
Disclosure below, since December 31,2009:

1. Section 3.08(a) - there has not been any Company Material Adverse Effect, and To the
Knowledge of the Company, no fact or condition exists that will, or is reasonably likely
to, cause a Company Material Adverse Effect;

a. True

2. Section 3.08(b) - the Company and the Company Subsidiaries have carried on their
respective businesses in the ordinary and usual course substantially consistent with past
practices;

a. True

3. Section 3.08(c) - neither the Company nor any of the Company Subsidiaries has declared,
paid or set apart any sum or property for any dividend or other distribution, or paid or
transferred any funds or properfy to any equity holder of the Company or any Company
Subsidiary, or, directly or indirectly, acquired any of its capiøl stock;

a. True

4. Section 3.08(d) - Except as listed below, neither the Company nor any of its Subsidiaries
has increased the wages, salaries, compensation, pensions or other fringe benefits or
perquisites payable to any executive officer, employee or director from the amount
thereof in effect as of December 3I,2009 (which amounts have been previously
disclosed to Acquirer), granted any severance or termination pay, entered into any
contract to make or grant any severance or termination pay or paid any bonus, other than
year-end bonuses for 2009 other than as listed in this Section of the Company Disclosure
Schedule below:

See attached new Officer Severance Agreements

See attached Key Manager Employment Agreements

See attached Employee Severance Plan

See attached 2010 Officer and Non-Officer Bonus Plan. Per past practice, the

Company will budget a similar Officer and Non-Officer Bonus Plan for 2011.

See attached Executive Employment Agreement with Mr. Montopoli, which
describes the maximum amount of his annual discretionary bonus that requires

review and approval by the Company's Board of Directors

b.

c.

d.
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f. See attached Schedule of Stock Option Grants YTD 2010

g. See attached Schedule of 2010 Salary Adjustments for non-union employee

salaries that are adjusted annually on April 1. Union payroll is adjusted as per

Union Contract which provided for 2o/o adjustment in 2010 with certain other

specific changes as det¿iled in the contract. The union contract calls for a wage

adjustment of 3% in 20 1 I . Therefore, an overall average increase of about 3 %

will also be budgeted for 2011 by the Company for non-union employees,

including offrcers, effective as of April l,20ll.

h. The Company's normal and customary practice has been to pay each union and

non-union employee, who does not otherwise participate in the Officer or Non-

Union Bonus Plan for aîy year, a holiday bonus at Christmas averaging about

$400 each.

Section 3.0S(e) - neither the Company nor any of the Company Subsidiaries has suffered
any strike, work stoppage, slowdown or other labor disturbance'

a. True

Section 3.08(Ð - there has not been any material change in any of the accounting
methods, principles or practices of the Company or any of the Company Subsidiaries, or
amaterial change (other than nonnal recurring depreciation) in the value at which assets

were carried on the December Company Balance Sheet (as defined in Section 3.09);

a. True

Section 3.08(9) - neither the Company nor any Company Subsidiary has received any
written notice, or, To the Knowledge of the Company, any oral or other communication
reasonably indicating the intention of any Person to terminate any material agreement
with the Company or any Company Subsidiary, or any written notice, or, To the
Knowledge of the Company, any oral or other communication reasonably indicating,
from any material customer or material supplier of the Company or any Company
Subsidiary, that it intends to cease doing business with, materially change the price or
other terms on which business is transacted with, or materially reduce the volume of
business transacted with, the Company or any Company Subsidiary.

a. See reference to Anheuser-Busch, Inc. termination letter set forth in Company

Disclosure Schedule 3.05(a)(3) above.

7.
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Section 3.09 - Undisclosed Liabilities - Except as listed in this Section of the Company
Disclosure Schedule, neither the Company nor any of the Company Subsidiaries has any
undisclosed liability or obligation of any nature whatsoever (whether known, unknown, absolute,

accrued, contingent or otherwise) except liabilities (a) adequately provided for in the Company's
audited balance sheet (including any related notes thereto) as of December 3 I , 2009 (the

"December Company Balance Sheet"), (b) incuned on or before December 31, 2009 in the
ordinary course of business and not required under GAAP to be reflected on the December
Company Balance Sheet, (c) incurred since December 31,2009 in the ordinary course of
business substantially consistent with past practice, (d) incuned in connection with this
Agreement, (e) disclosed in the Filed Company SEC Reports, or (f) which would not
individually or in the aggregate have a Company Material Arlverse Effect.

L Upon the closing of the transactions contemplated by the Merger Agreement, and as

further described in Company Disclosure Schedule 6.08(b) below, Mr. Montopoli's
employment agreement requires the Company to make him whole with respect to any
additional tax liability associated with the application of IRC Section 280G to him (a

"gross-up provision"). If such a "make whole" payment becomes required, the cost to the

Company, post closing, could be in the range of $500,000 or more (comprised of the
grossed-up non-deductible make-whole payment and the separate loss of tax deduction
for a substantial portion of the IRC 280G payments to the employee).

Attached to Company Disclosure Schedule 3.10 are two Writs, which the Company has
previously fumished the Acquirer,that were filed against the Company and PAC in
August 2010 relating to a single outbreak of Giardia contamination that occurred in the
water supply for the Birch Hill community water system in North Conway, New
Hampshire during September 2007.The Center for Disease Control ("CDC")
charactenzes giardiasis as a "common cause of waterborne disease in humans in the
United States" resulting from ingesting Giardia cysts. Healtþ people normally recover
within 2-6 weeks without medicine and more quickly with medicine. There were 16

confirmed cases of giardiasis at Birch Hill in September 2007 , two of which resulted in
some prolonged physical effects. The 3-year statute of limitations has now run out on
filing any new claims relating to this outbreak. Therefore, these are the only cases we
expect to have filed with respect to this incident.

Water utilities are not required by federal or state water quality standards to test for
Giardia. To our knowledge, this is the only known outbreak of Giardia at Birch Hill (and
throughout all of the Company's water systems for that matter). The water quality of the
wells servicing the Birch Hill community was determined to meet all state/federal water
quality standards when we purchased the system in2006, and we have continued to
operate them in accordance with those standards. To date, the source and means by which
Giardia cysts infected the well remains unknown. Normally, if there is an outbreak of

2.
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Giardia, it usually occurs in surface water or in a shallow gravel-packed well close to
surface water. It is highly unusual for a bedrock well, such as the one in question at Birch
Hill, to become infected with Giardia cysts. The infected well was immediately shut-
down, and abandoned, as soon as the presence of Giardia cysts was confirmed in
September 2007. Since then, the Birch Hill water system has been interconnected to the

North Conway Water District water system. The Company expects that both of these

claims will be covered by the Company's primary and/or umbrella insurance policies and
that there will not be any Company Material Adverse Effect resulting from these claims..
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Section 3.10 - Absence of Litigation - Except for the claims, actions, suits, proceedings

or investigations listed in this Section of the Company Disclosure Schedule below, there are no

other claims, actions, suits, proceedings or investigations pending before any Governmental
Entity or, To the Knowledge of the Company, threatened against the Company or any of the

Company Subsidiaries, or any properties or rights of the Company or any of the Company
Subsidiaries by any Person. Neither the Company nor any of the Company Subsidiaries is

subject to any outstanding Order that could reasonably be expected to result in a Company
Material Adverse Effect or that could reasonably be expected to prevent or delay the Company in
any material respect from performing its obligations under, or consuÍrmating the transactions

contemplated by, this Agreement.

l. Giardia litigation cases as further described in Company Disclosure Schedule 3.09 above

and in the attached Writs filed against Pittsfield Aqueduct Company, Inc. and Pennichuck
Corporation:

a. Peggy Grondin & Daniel Macleonv. Pittsfield Aqueduct Company, Inc. &
Pennichuck Corporation, Docket Number I0-C-321, July 20,2010.

b. Lance R. Feck and Sandra L. Feck v. Pittsfield Aqueduct Company, Inc. and

Pennichuck Corporation, Case Number 212-2010 -CV-00 1 89, August 5, 2010.
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Section 3.11 - Employee Benefit Plans; Employment Agreements

1. Section 3.11(a) - Attached is a list, with respect to the Company and the Company

Subsidiaries, of the following plans, agreements or anangements (collectively the
o'Company Employee Plans") :

a. All employee pension plans (as defined in Section 3(2) of the Employee
Retirement Income Security Act of 1974, as amended (*ENSA")), maintained or
contributed to by the Company or the Company Subsidiaries on behalf of
employees and intended to qualifr under Section a01(a) of the Internal Revenue
Code of 1986 as amended (fhe "Code");

i. Pension Plan

ii. Defined Contribution 401(k) Plan

b. All employee welfare plans (as defined in Section 3(1) of ERISA) maintained or
contributed to by the Company or the Company Subsidiaries on behalf of
employees;

i. Employee Welfare Benefit Plans ('VEBA Plans") for union and non-

union employees

ii. Medical Benefits for Earþ Retirees

c. All other stock option or stock purchase arrangements with employees not set
forth in Section 3.03 of the Company Disclosure Schedule;

i. 1995 and 2000 Stock Option Plans, as amended in2009 (*2009 Equity
Incentive Plan")

d. All other employment, executive compensation, consulting or severance
agreements, written or otherwise, between the Company or any of the Company
Subsidiaries and any individual who is an employee of or consultant to the
Company or any of the Company Subsidiaries where the aggregate amount of
expense during the last fiscal year or the aggregate amount of payments in any
future one year period exceeds $25,000; and

i. Officer Severance Agreements

ii. Key Manager Change of Control Agreements

iii. Employee Severance Plan for 2010
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e. All other pension, excess benefit, bonus, incentive or deferred compensation
arrangements with employees.

i. See attached Maurice Arel Deferred Compensation Agreement

Except as listed below, there have been made available to Acquirer copies of:

a. Each such written Company Employee Plan,

i. True

b. The most recent annual report on Form 5500, with accompanying schedules and
attachments, filed with respect to each Company Employee Plan required to make
such a filing, and

i. True

c. The most recent actuanal valuation for each Company Employee Plan subject to
Title IV of ERISA.

i. True
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2. Section 3.11(b) - Except as listed in Company Disclosure Schedule 3.1 1(a) above:

a. Except as listed below, none of the Company Employee Plans provides retiree
medical or life insurance benefits to any former employee of the Company or a
Company Subsidiary (other than post-employment benefits provided in
accordance with the health care continuation provisions of the Consolidated
Omnibus Budget Reconciliation Act of 1985, as amended, or comparable state
law), and none of the Company Employee Plans is a "multiemployer plan" as

such term is defined in Section 3(37) of ERISA;

i. VEBA Plans and Medical Benefits for Early Retirees listed in Company

Disclosure Schedule 3. I 1(a) above.

b. All Company Employee Plans are in material compliance with the applicable
requirements prescribed by ERISA and the Code, and the Company and the
Company Subsidiaries have performed all material obligations required to be
performed by them under each of the Company Employee Plans;

i. True

Each Company Employee Plan intended to qualiff under Section a01(a) of the
Code and each trust intended to qualiff under Section 501(a) of the Code is the
subject of a favorable determination letter from the Internal Revenue Service (the
"IRy') or the time within which an application for such a determination with
respect to any such plan may be filed has not expired;

i. True

All contributions required to be made to any Company Employee Plan pursuant to
Section 4I2 of the Code, or the terrns of the Company Employee Plan or any
collective bargaining agreement, have been made on or before their due dates;

i. True

With respect to each Company Employee Plan, no "reportable evenf'within the
meaning of Section 4043 of ERISA (excluding any such event for which the 30

day notice requirement has been waived under the regulations to Section 4043 of
ERISA) nor any event described in Section 4062,4063 or 4041of ERISA has

occurred;

i. True

c.

d.
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Neither the Company nor any Company Subsidiary has incurred, and neither the
Company nor any Company Subsidiary reasonably expects to incur, any liability
under Title IV of ERISA (other than liability for premium payments to the
Pension Benefit Guaranty Corporation arising in the ordinary course);

i. True

There is no pending or, To the Knowledge of the Company or any Company
Subsidiary, threatened litigation, administrative action or proceeding relating to
any Company Employee Plan (other than claims for benefits in the ordinary
course of business) that can reasonably be expected to give rise to any material
liability to the Company or any Company Subsidiary or to affect adversely the
tax-qualified status of any Company Employee Plan; and

i. True

h. Except as listed below, the execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby will not increase the
amount of, accelerate the time of payment of, or the vesting of compensation
(including, by way of clarification and not limitation, any severance or
displacement pay) payable to any employee under any Company Employee Plan.

i. Vesting of all stock options granted by the Company will be accelerated

upon consummation of the contemplated transactions; and

ii. Vesting of all pension benefits and 401(k) matching Company amounts by
will be accelerated upon consummation of the contemplated transactions.

Page 19 of 42

Appendix 2   
Page 104 of 127 
Joint Motion to Schedule Procedural Conference 
DW 04-048

117



COMPAIYY DISCLOS{JRE SCHEDULE

3. Section 3.11(c) - Attached are true and complete copies of the following:

a. The Company's 1995 Stock Option Plan, the 2000 Stock Option Plan, which has
been amended and restated as the 2009 Equity Incentive Plan (together, the
"Company Stock Option Plans"), including the form of option certificates, grant
agreements and other documents related to such Company Stock Option Plans

i. See attached 1995 Stock Option Plan and 2009 Equity Incentive Plan

b. A true and complete list of each individual who holds any Company Stock Option
as of the date hereof, together with the number of shares of Company Common
Stock subject to such Company Stock Option, the option price of such Company
Stock Option (to the extent determined as of the date hereof), the vesting
Schedule of such Company Stock Option, whether such Company Stock Option is
intended to quali$ as an incentive stock option within the meaning of
Section 422(b) of the Code and the expiration date of such option.

i. See list attached to Company Disclosure Schedule 3.03 above.
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4. Section 3.11(d) - Attached is a true and complete list of the following:

a. All employment agreements by and between the Company or any of the Company
Subsidiaries and their employees and officers;

i. See employment agreements set forth in Company Disclosure Schedule

3.08(d)

b. Each agreement with a consultant who is an individual, natural person obligating
the Company or any of the Company Subsidiaries to make annual cash payments
in an amount exceeding $50,000; and

i. None

c. All plans, programs, agreements and other arrangements of the Company or any
of the Company Subsidiaries with or relating to its employees which contain
change of control or similar provisions.

i. Officer Severance Agreements

ii. Key Manager Change of Control Agreements

iii. Employee Severance Plan
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Section 3.12 - Employment and Labor Matters

1. Section 3.12(c) - Union Severance Benefits

a. Describe any severance benefits for union employees under the Labor Contract

and any other effects on any employee resulting from the Merger and the other

transactions contemplated by the Agreement

i. See copy of Labor Contract attached to Company Disclosure Schedule

3.0s(a).

b. Attach a schedule, that is accurate in all material respects, of the cost of all
severance payments payable under the Labor Contract and/or the Non-Union
Severance Agreements

i. Union Severance Benefits - See copy of Labor Contract attached to

Company Disclosure Schedule 3.05(a).

ii. Key Manager Employment Agreements and Employee Severance Plan for
each non-union, non-officer employee are set forth in Company

Disclosure Schedule 3.08(d)
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Section 3.13 - Title to Property

1. Section 3.13(a) - Except for the following Liens, the Company and each of the Company
Subsidiaries have good and marketable title to all of their properties and assets, free and
clear ofall Liens, except Liens for taxes not yet due and payable and such Liens or other
imperfections of title, íf any, as do not materially detract from the value of or interfere
with the present use of the property affected thereby or which would not, individually or
in the aggregate, have a Company Material Adverse Effect.

a. Liens on the stock of each of the Company Subsidiaries securing the Company's
line of credit with Bank of America
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Section 3.14 - Real and Personal Property

1. Section 3.la@) - List any franchises, leases, easements and license agreements for all
real properly (including all buildings, fixtures and other improvements thereto) that the

Company and the Company Subsidiaries need for their operations:

a. Easements - See attached Indexes of Company Deeds for Penn Corp, PAC,

PWW, PEU, Southwood and Salmon Brook

b. Leases - See attached Index of all Company Contracts

c. Franchises and Licenses - See attached Index of Company Permits for PWW,
PEU and PAC

2. Section 3Ja@) - Except with respect to the following real property, allreal property used

by the Company and the Company Subsidiaries is in good condition and repair, subject to
normal wear and tear, and is suitable in all material respects for the purposes for which it
is now being used in the conduct of the businesses of the Company and the Company
Subsidiaries.

a. Salmon Brook Dam located in Nashua has an outstanding letter of deficiency

from the NHDES, which could require the Company to rebuild this dam. The

Company requested the attached waiver in June 2010 from the NHDES regarding

the rules requiring the rebuild. The Company has contacted the NHDES each

month since the waiver request was sent and there has been no action to date. In
the event the waiver is not granted, the capital budget for PWW in the attached

2010-2014 Penn Corp CIP Budget shows a $368,000 investment in 2011 to

rebuild the dam to meet the NHDES standards.

b. Berr.v Pond Dam, located in Pittsfield, has an outstanding letter of deficiency from
the NHDES. The dam is currently under repair and all work required to address

the letter of deficiency will be completed by mid-November 2010.

c. Berry Pond Reservoir Dam, located in Pittsfield, has an outstanding letter of
deficiency from the NHDES. PAC has hired HL Tumer to evaluate whether it is
better to remove this dam or repair it. The dam is no longer required for water

supply purposes. The capital budget for PAC in the attached2010-2014 Penn

Corp CIP Budget shows a $100,000 estimate for the work required to complete
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the study and then either repair or remove the dam. The NHDES is aware of the

study that HL Turner is preparing and will be aparty to any decision to repair or
remove the dam.

3. Section 3Ja@) - Except as listed below, or in the Capital Budget for 2010 attached to

Company Disclosure Schedule 3.23 and/or the next 4 years attached to Company

Disclosure Schedule 3la@) hereto, to the Knowledge of the Company, neither it nor any

of the Company Subsidiaries has any material capitalimprovements, capital expenditures

or alterations to any of their respective real properties or facilities required by applicable

health and safety, water quality or other Laws

a. See Company Disclosure Schedule for 3.14(a) above relating to repairs or
removal of Salmon Brook Dam in Nashua and Berry Pond Reservoir Dam in
Pinsfield.

4. Section 3.14(b) - Except with respect to the following personal property, all personal

property used by the Company and the Company Subsidiaries is in good working
condition, subject to normal wear and tear, and is suitable in all material respects for the

purposes for which it is now being used in the conduct of the businesses of the Company

and the Company Subsidiaries.

a. None
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Section 3.15 - Water Quality compliance - Except as otherwise listed in this Section of the

Company Disclosure Schedule below, the Company and each Company Subsidiary is in
compliance with the water quality standards specified in Section 3.15 of the Agreement

1. None

Section 3.16 - Regulation as a Utility

1 . The Company Subsidiaries set forth below in this Section of the Company Disclosure

Schedule ("Regulated Company Subsidiaries") are regulated as public utilities in New

Hampshire only:

a. Pennichuck Water Works, Inc.

b. Pennichuck East Utility, Inc. i

c. Pittsfield Aqueduct Company, Inc.

Except as otherwise set forth below, neither the Company nor any Company Subsidiary

or any affiliate of the Company is subject to regulation as a public utility or public service

company (or similar designation) by any other state in the United States, by the United

States or any agency or instrumentalþ of the United States or by any foreign country.

a. Pennichuck Water Service Corporation must comply with Massachusetts

Department of Environmental Protection ("DEP") rules and regulations when
providing water services to its customers in Massachusetts

Except as set forth in Section 3.16 of the Company Disclosure Schedule, all assets which

are included in the rate base calculations of the Regulated Company Subsidiaries are

'oused and useful" within the meaning of NH RSA Chapter 378:28, and no assets of the

Company or any of the Regulated Company Subsidiaries have been disallowed in any

ratemaking procedure before the NIIPUC.

a. None
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Section 3.17(b) - Taxes

1. Attached to this Section of the Company Disclosure Schedule, is a schedule all tax
reserves which the Company is maintaining

2. Except as set forth on this Section of the Company Disclosure Schedule below, neither
the Company nor any Company Subsidiary:

a. Has any unamortized adjustments attributable to a change in accounting method
under Section 481 of the Code;

i. None

b. Has liability for the Taxes of any other entity or person under Treasury
Regulation Section LI502-6 as a transferee or successor, by contract or
otherwise;

i. None

c. Has ever been included in a consolidated or combined Tax Return (other than a
consolidated group the common parent of which is the Company); or

i. HECOPs I, II, III and IV LLCs have each filed a separate tax return in the
past and HECOP IV is expected to continue filing a separate tax return in
the future.

d. Is currently under examination or audit by any Tax authority or has been notified
that it will be under examination or audit.

i. None
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Section 3.18 - Environmental Matters

1. Except as otherwise listed in this Section of the Company Disclosure Schedule and in all
cases as have not had and would not, individually or in the aggregate, have a Company
Material Adverse Effect, to the Knowledge of the Company, the Company and each of
the Company Subsidiaries:

a. Have given all notifications and obtained all applicable permits, licenses and other
authorizations (collectively, the "Environmental Permits") that are required to be
given or obtained under all applicable federal, state or local laws or any regulation,
code, plan, order, decree, judgment, notice or demand letter issued, entered,
promulgated or approved thereunder relating to pollution or protection of human
health and the environment, including laws relating to emissions, discharges, releases

or threatened releases of pollutants, contaminants, wastes or hazardous or toxic
materials or substances (including petroleum or its fractions, asbestos or
poþhlorinated biphenyls) into ambient air, surface water, ground water, or land or
otherwise relating to the manufacture, processing, distribution, use, treatment,
storage, disposal, transport, or handling of pollutants, contaminants, wastes or
hazardous or toxic materials or substances ("Environmental Laws") by the Company
or the Company Subsidiaries (or their respective agents), which Environmental
Permits are in full force and effect;

i. True

b. Are in compliance with all terms and conditions of such Environmental Permits;

i. True

c. Are in compliance with all limitations, restrictions, conditions, standards,
prohibitions, requirements, obligations, schedules and timetables contained in
applicable Environmental Laws;

i. True

d. As of the date of the Agreement, are not aware of nor have received written or, To the
Knowledge of the Company, have received any oral notice or other notice of any past
or present violations of Environmental Laws or Environmental Permits or any event,
condition, circumstance, activity, practice, incident, action or plan which is
reasonably likely to interfere with or prevent continued compliance with
Environmental Permits or which would give rise to any common law or statutory
liability, or otherwise form the basis of any claim, action, suit or proceeding, against
the Company or any of the Company Subsidiaries based on or resulting from the
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manufacture, processing, distribution, use, treatment, storage, disposal, transport or
handling, or the emission, discharge or release into the environment, of any pollutant,
contaminant, waste or hazardous or toxic material or substance; and

i. True

e. Have taken all actions necessary under applicable Environmental Laws to register any
products or materials required to be registered by the Company or the Company
Subsidiaries (or any of their respective agents) thereunder.

i. True

Attached to this Section of the Company Disclosure Schedule is a complete list of all
Environmental Permits currently held by the Company or any Company Subsidiary.

a. See list of Permits for PWW, PEU and PAC attached to Company Disclosure
Schedule 3.14(a)

The Company and the Company Subsidiaries have delivered or otherwise made available
to Acquirer complete and correct copies of all reports, studies or analyses currentþ in the
possession of Company and/or the Company Subsidiaries or prepared since December
31,1999 for the Company or any Company Subsidiary pertaining to pollutants,
contaminants, wastes or hazards or toxic materials or substances (including petroleum
and its fractions, asbestos, and polychlorinated biphenyls) in, or, beneath or adjacent to
any property currently or formerly owned, operated or controlled by Company or any
Company Subsidiary. All such reports, studies or analyses are attached hereto to this
Section of the Company Disclosure Schedule.

a. The only Company facility operating under an NHDES Groundwater
Management Permit is PWW's Will Street Operation Center in Nashua ("Will
Street'). Attached is a copy of PW"W's 2005 Groundwater Management Permit
Renewal Application for Will Street, the 2004 and2006-2009 Annual
Groundwater Monitoring Summary Reports, and the April 2010 Soil Delineation
Report, for Will Street.
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Section 3.20 - Insurance

1. Attached to this Section of the Company Disclosure Schedule is a list, with respect to the

Company and the Company Subsidiaries, of all material insurance policies and contracts

in effect as of the date of this Agreement.

a. See attached Listing of Corporate Insurance Policies as of 10/13/2010

Except as otherwise specified below, all property, automobile liability, workers

compensation, employer's liability, fire and casuaþ, general liability, business

intemrption, product liability, professional liability and sprinkler and water damage

insurance policies maintained by the Company or any of the Company Subsidiaries are,

To the Knowledge of the Company, with reputable insurance carriers, provide, To the

Knowledge of the Company, full and adequate coverage from all normal risks incident to

the business of the Company and the Company Subsidiaries and their respective

properties and assets, except as would not, individually or in the aggregate, have a

Material Adverse Effect.

a. None

Except as otherwise specified below, neither Company nor any Company Subsidiary has

received any notice of cancellation or termination with respect to any insurance policy,

and each of the Company and each Company Subsidiary has fulfilled all of its material

obligations under each insurance policy, including the timely payment of premiums.

a. None

2.

J.
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Section 3.22 - Rights Agreement.

1. Attached is a resolution of the Company's Board of Directors, which was passed on
October 28,2010 that extends the Final Expiration Date of the Company's Rights
Agreement from November 1, 2010 to the date of the 2011 annual meeting of the
Company's shareholders. Pursuant to the second resolution attached to this Company
Disclosure Schedule 3.22,whichwas passed on October 28,2010 by the Company's
Board of Directors, it is possible that the Company will seek to further extend the Rights
Agreement subject to shareholder vote at the 2011 annual meeting of shareholders.

2. Attached is a resolution of the Company's Board of Directors, which was passed by the
Board on November 10, 2010 which acknowledges that the signing of the Agreement,
and acquisition of the Company's Common Stock by the Acquirer Sub, will not
constitute a violation of the Company's Rights Agreement.
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Section 3.23 - Capital Budget.

1. Attached to this Section of the Company Disclosure Schedule is a true and complete copy

of the Company's 2010 budget for any pending capital project of the Company or any

Company Subsidiary as of October 11, 2010.

ù. See attached 2010 Capital Budget updated as of October 11, 2010

2. Except for the projects listed below in this Section of the Company Disclosure Schedule,

To the Knowledge of the Company, such projects are proceeding on-schedule and on-

budget.

a. None

3. Except for the disputes listed in this Section of the Company Disclosure Schedule below,

to the Knowledge of the Company it has no dispute with any contractor performing work

on the projects, cost ovemrn, labor stoppage, refusal to proceed, breach, default or any

other deviation or development which could reasonably be expected to have a Company

Material Adverse Effect.

a. None
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Section 3.24 - Stock Purchase Plan

1. Attached to this Section of the Company Disclosure Schedule is a true and complete copy
of the Company's Dividend Reinvestrnent and Common Stock Purchase Plan dated April
14,2009, as amended, or approved by the Company's Board of Directors to be amended,
through the date of this Agreement (the"Company Stock Purchase Plan").

a. See attached Dividend Reinvestment and Common Stock Purchase Plan dated

April 14,2009, as amended
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Section 3.26 Authorized Powers. Attached to this Section of the Company Disclosure
Schedule is a list of all bank accounts and safe deposit boxes maintained by the Company and
each Company Subsidiary and the names of persons having signature authority with respect
thereto or access thereto.

1. See attached list of bank accounts and Authorized Signer Matrix as of l0ll3l20l0
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Section 5.01(a) - Conduct of Business by the Company.

1. Except for maffers set forth in this Section of the Company Disclosure Schedule below
and/or in any attachment hereto, matters expressly agreed to in writing by Acquirer and
matters otherwise expressly pennitted by the Agreement, from the Effective Date of the
Agreement to the earlier to occur of the date of the termination of the Agreement in
accordance with Article VIII or the Effective Time, the Company shall, and shall cause
each Company Subsidiary to, conduct the business of the Company and the Company
Subsidiaries in the usual, regular and ordinary course in substantially the same manner as
previously conducted and use all commercially reasonable efforts to preserve intact its
current busiriess organization, keep available the services of its current officers and
employees and maintain its existing relationships with customers, suppliers and others
having business dealings with them.

a. No exceptions

2. Without limiting the generality of the foregoing, except for matters set forth in this
Section of the Company Disclosure Schedule, the Company shall, and shall cause each of
the Company Subsidiaries to, observe the covenants, and take the actions listed, in
Section 5.01(a) of the Agreement except with the prior written consent of Acquirer,
which consent will be given or denied within a reasonable time after any written request
for such consent.

a. No exceptions
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Section 5.01(b) - Conduct of Business

1. Except for matters set forth in this Section of the Company Disclosure Schedule below
and/or attached hereto, matters expressly agreed to in writing by Acquirer and matters

otherwise expressly permitted by the Agreement, from the date of the Agreement to the
earlier to occur of the date of the termination of the Agreement in accordance with
Article VIII or the Effective Time, the Company shall not, and shall not permit any
Company Subsidiary to, do any of the acts or take any of the actions listed in Section

5.01(b) of the Agreement, without the prior written consent of Acquirer which consent
will be given or denied in the sole reasonable discretion of Acquirer within a reasonable

time after any written request for such consent; including, without limiting anything in
the foregoing, or Section 5.01(b) of the Agreement, to the contrary, the following:

2. Section 5.01(bXv) - Except as disclosed in this Section of the Company Disclosure

Schedule:

a. Grant to any current or former director or executive officer of the Company or

any Company Subsidiary any material increase in compensation, except in the

ordinary course of business and generally consistent with past practices,

Describe 2010 Officer and Non-Officer Bonus Plans, state that the Plans

will be administered by the Company in accordance with the provisions of
the Plans, attachcopy of the Plans, and attach a the projected payouts to

each officer and non-officer under the Plans

1. See attached copies of the 2010 Officer and Non-Officer Bonus

Plans and a schedule titled "Bonus Accrual Projection for 2010"

listing the payout amounts by pool based on the plans and

discretionary amounts which could be paid to the CEO and certain

other supervisors and employees, which is anticipated to be about

$400,000 in tot¿l payouts for 2010. The specific amounts to be

paid pursuant the said Plans, and/or on a discretionary basis, for
2010 is subject to the recommendation of the Company's

Compensation Committee to the Board of Directors and approval

by the entire Board of Directors. Consequently, the actual bonus

amounts paid by the Company could be more or less than the

bonus pool amounts shown on the Bonus Accrual Projection for
2010.

Page 36 of 42

Appendix 2   
Page 121 of 127 
Joint Motion to Schedule Procedural Conference 
DW 04-048

134



COMPAI\"Y DISCLOST]RE SCHEDULE

2. The Company intends to administer the Plans, and pay the

projected payout and/or any discretionary amounts for the CEO
and certain other supervisors and employees in accordance with
the Company's past practices.

ii. The Company's Labor Contract listed under Company Disclosure
Schedule 3 .05(a) specifies a 3o/o wage increase for all union employees in
2011 effective as of February 15, 2011.

iii. An average 3 .5%o wage increase will be budgeted by the Company for all
non-union employees and officers for 2011, effective as of April l,20ll

b. Except as specified below, grant to any current or former director or executive
officer of the Company or any Company Subsidiary any increase in severance or
termination pay, except to the extent required under any agreement in effect as of
the date of the most recent audited financial statements included in the Filed
Company SEC Reports,

i. See Officer Change of Control Agreements attached to Company
Disclosure Schedule 3.08(d)

Except as specified below, enter into or amend any employment, consulting,
indemnification, severance or termination agreement with any such director or
executive officer or enter into or amend any other transaction that would be or is
subject to proxy statement disclosure pursuant to Item 404 of Regulation S-K

i. See Officer Change of Control Agreements attached to Company
Disclosure Schedule 3.08(d)

Establish, adopt, enter into or amend in any material respect the Labor Contract or
any other collective bargaining agreement; provided, however, that upon giving
the Acquirer prior written notice the Company may enter into a new collective
bargaining agreement with its union workers on or before the expiration of the

Company's current Labor Contract on February 15,2013,

i. True

Take any action to accelerate any rights or benefits, or make any material
determinations not in the ordinary course of business consistent with prior

c.

d.
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practice, under the Labor Contract or any other collective bargaining agreement,

or
i. True

f. Forgive any indebrtedness of any employee of the Company or any Company

Subsidiary in excess of $25,000 in the aggregate.

i. True
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3. Section 5.01(b)(vii) - Except as set forth in this Section of the Company Disclosure
Schedule, sell, lease (as lessor), license or otherwise dispose of, or subject to any Lien,
any real estate or other properties or assets, except

a. Sales or dispositions of obsolete or worthless assets or

i. None

b. Sales of assets where the total price paid by one or more purchasers in a single
transaction is less than $50,000 or a series ofrelated transactions is less than

$150,000;

i. None

4. Section 5.01(b)(viii) - Except as set forth in this Section of the Company Disclosure
Schedule, and except as specified in Section 5.01(b)(iv),

a. Incur any indebtedness for borrowed money or guarantee any such indebtedness
ofany Person,

i. None

b. Issue or sell any debt securities or warrants or other rights to acquire any debt
securities of the Company or any Company Subsidiary,

i. None

c. Guarantee any debt securities of any Person, or

i. None

d. Make any loans to, or investments in, any Person, other than loans to or
investments in the Company or any direct or indirect wholly-owned Subsidiary of
the Company;

i. None

5. Section 5.01(bXix) - Except as set forth in this Section of the Company Disclosure
Schedule, except for the total amount of the Company's 2010 Capital Budget identified in
Section 3.23 of rhe Company Disclosure Schedule, and except for the total estimated
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20ll capital budget disclosed by the Company in its 2009 Form 10-K, make or agree to

make new capital expenditures that are in excess of $300,000 in any three-month period.

a. See 2010 -2014 Capital Expenditure Budget for the Company's regulated

Subsidiaries (PWW, PEU and PAC) attached to Company Disclosure

Schedule 3.11

6. Section 5.01(b)(xii) - Except as set forth in this Section of the Company Disclosure

Schedule, and except as required by their terms, enter into, tenninate or breach in any

material respect (or take or fail to take any action, that, with or without notice or lapse of
time or both, would become a material breach) or materially amend any Material

Contract.

i. None

7. Section 5.01(b)(xvi) - Except as set forth in this Section of the Company Disclosure

Schedule, liquidate, dissolve or effect arecapitalization or reorganization in any form of
transaction of the Company and/or any Subsidiary

a. Merge Salmon Brook Development Corporation into Pennichuck

Corporation before Closing

8. Section 5.01(b)(xviii) - Except as set forth in this Section of the Company Disclosure
Schedule, invest funds in debt securities or other investments maturing more than 60 days
after the date of investrnent.

i. None
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Section 6.06 - Access to Information, Confidentiality. Provided that the Company complies
with the otherprovisions of Section 6.06 of the Agreement, the Company may withhold the
following documents and infonnation to the extent required to comply with the terrns of a
confidentiality agreement with a third party in effect on the Effective Date of the Agreement.

1. None
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Section 6.08(b) - Company Employee Plans

1. Acquirer hereby acknowledges that a 'ochange in control" (or similar phrase) within the
meaning of the employment agreements listed in this Section of the Company Disclosure
Schedule will occur at or prior to the Effective Time (as applicable).

a. Officer Employment or Severance Agreements

b. Non-Officer Change of Control Agreements

c. Employee Severance Benefit Plan

2. Attached is a list of all payments that are or could be due to any employee of the
Company or any Company Subsidiary upon the occurrence of a "change in control" (or
similar phrase) under the specific terms and conditions of each of the employment
agreements listed in this Section of the Company Disclosure Schedule above.

a. See attached list of all "change of control" severance payments for officers, key

managers and non-officers

b. The Montopoli employment agreement includes a requirement to make him whole

with respect to any additional tax liability associated with the application of IRC

280G to the employee (a "gross-up provision"). It has not yet been determined

whether such "make whole" payment will be required. However, if it is, the cost

to the Company, post closing, could be in the range of $500,000 or more

(comprised of the grossed-up non-deductible make-whole payment and the

separate loss of tax deduction for a substantial portion of the IRC 280G payments

to the employee).
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CHAPTER 1

SPECIAL SESSION HB I-FN-A _ FINAL VERSION

1:118 Purchase of Pennichuck Corporation Stock by the City of Nashua.
Amend 2007, 347:5,III to read as follows:

III. The acquisition by the city of the stock of Pennichuck Corporation or its
subsidiaries as provided by this act is a purpose for which the city may issue
bonds and notes pursuant to RSA 33-8, RSA 33, or a.ny combínatìon of the
foregoing. Any bonds or notes authorízed by the city pursuant to RSÁ
33 for the purpose of acquiring the stoch of the Pennichuck
Corporatíon shall not be íncluded ín the defínítion of "net
indebtedness" ín RSA 33:1,III, and shall at no tírne be íncluded for
the purpose of calculatíng the borrowíng capacíty of the city for any
other purposes.
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CHAPTER 347

SB 206-FN-LOCAL - FINAL VERSION

06Jun2007... 1938h

06127107 2354eba

2OO7 SESSION

07-t236

06104

SENATE BILL 2 O 6.F N-LO CAL

AN ACT relative to the investment authority of local government entities and authorizing the city of Nashua
to purchase Pennichuck Corporation stock.

SPONSORS: Sen. Hassan, Dist 23; Sen. Janeway, Dist 7; Sen. Downing, Dist 22;P.ep. Theberge, Coos 4; Rep.
Rodeschin, Sull 2

COMMITTEE: Public and Municipal Affairs

AMENDED ANAJ-YSIS

This bill:

I. Modifies the investment authority of local government entities.

IL Authorizes the city ofNashua to purchase the stock ofPennichuck Corporation.

Explanation: Matter added to current law appears inbold ¡talücs,

Matter removed from current law appears t@

Matter which is either (a) all new or @) repealed and reenacted appears in regular type.

06Jun2007... 1938h

06127107 2354eba

07-7236

06104

STATE OF NEW HAMPSHIRE

In the Year of Our Lord T\to Thousand, Seuen

AN ACT relative to the investment authority of local government entities and authorizing the city of Nashua
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to purchase Pennichuck Corporation stock.

Be it Enacted by the Senate and House of Representatiues in General Court conuened:

347:1 County Treasurers. Amend RSA 29:3 to read as follows:

29:3 Excess Funds. Whenever the county treasurer has in custody an excess of funds which are not
immediately needed for the purpose of expenditure the county treasurer may, with the approval of the county
commissioners and county executive committee ønd. upon such tenns q.s shall be approued by the county
cotnmíssíoners,investthesametinparticipationunitsin
thepublicdepositinvestmentpoolestablishedpursuanttoRSA383:22[

orinobIígøtíonsfullyguaranteed'østopríncípølønd'ínterest
by the Uníted. Stqtes govern nent. The oblígøtíons møy be held, dírectly or in the form of securítíes ol
or other interests ín øny open-end, or closed-end. management-type ínuestment compcrny or
ínuesttnent trust regístered und.er 15 U.S.C, sectíon 80ø-1 et seq,, if the portfolío of the ínvestment
conxpany or ínuestment trust ís límíted to such oblígøtions ønd, repurchøse øgreetnents fully
colløteralízed. by such oblígatíons. Any person who directly or indirectly receives any such funds or
moneys for deposit or for investment in securities of any kind shall, prior to acceptance of such funds, make
available at the time of such deposit or investment, an option to have such funds secured by collateral having
a value at least equal to the amount of such funds. Such collateral shall be segregated for the exclusive
benefrt of the county. Only securities defrned by the bank commissioner in rules adopted pursuant to RSA
386:57 shall be eligible to be pledged as collateral. At least yearly, the county treasurer, with the approval of
the county commissioners, shall review and adopt an investment policy for the investment of public funds in
conformance with the provisions of applicable statutes.

347:2Investment by Single Trustee. Amend RSA 31:26 to read as follows:

31:26 Investments by Single Trustee. In towns which have chosen a single trustee of trust funds such funds
shall be invested only by deposit in any federally or state-chartered bank or association authorized to engage
in a banking business in this state, I
or in state, county, town, city, school district, water and sewer district bonds and the notes of towns or cities
in this state and when so invested the trustee shall not be liable for the loss thereof; and in any common trust
fund established by the New Hampshire Charitable Foundation in accordance with P'SA 292:23; or ín
oblígatíons fully guøranteed. as to príncípøl ønd ínterest by the United States govelylnl.ent. The
oblígøtíons møy be held d.írectly or ín the fonn of securíties of or other ínterests ín øny open-end. or
closed.-end ,ÍLønagernent-btpe ínuestment con7.pøny or ínvestment trust regístered und.er 15 U.S.C.
sectíon 80ø-1 et seq., íf the portfolío of the ínvestment company or ínvest¡nent trust ís límíted to
such oblígatíons ønd. repurchøse øgreenTenta fully colløterøIized by such oblígøtíons. Deposits in a
federally or state-chartered bank or association shall be made in the name of the town which holds the same
as a trust, and it shall appear upon the books thereof as a trust fund. Any person who directly or indirectly
receives any such trust funds for deposit or for investment in securities of any kind shall, prior to acceptance
of such funds, make available at the time of such deposit or investment an option to have such funds secured
by collateral having value at least equal to the amount of such funds. Such collateral shall be segregated for
the exclusive benefit of the town depositing or investing such funds. Only securities defrned by the bank
commissioner as provided by rules adopted pursuant to RSA 386:57 shall be eligible to be pledged as
collateral. The trustee may retain investments as received from donors until the maturity thereof.

347:3 Refunding Bonds. Amend RSA 33:3-d, II to read as follows:

II. Refunding bonds shall be payable in installments, the frrst of which shall be not later

than the earliest stated principal maturity date of the bonds being refunded and the last of which shall be not
later than the last date on which the bonds being refunded could have been made payable under that law
applicable to the bonds being refunded. The installment payments of refunding bonds shall be arranged in
accordance with RSA 33:2 except that any installment that is payable earlier than the date on which the frrst
installment is required to be made payable may be in any amount. The proceeds of refunding bonds, exclusive
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of any premium and accrued interest and any proceeds used to pay issuing or marketing costs, shall, upon
their receipt, be paid immediately to the paying agent for the bonds which are to be called and prepaid; and
such paying agent shall hold such proceeds in trust until the bonds are redeemed. While such proceeds are
heldintrust,theymaybeinvestedforthebenefitofthemunicipalityorcountyt@

as maY be
provided in any other applicable law of the state of New Hampshire relating to the investment or deposit of
municipal or county funds; and the income derived from investment may be expended to pay the principal of
and redemption premium, if any, on the refunded bonds and interest thereon until they are redeemed.
Refunding bonds issued in accordance with this section shall be subject to the same statutory limit of
indebtedness, if any, as the bonds refunded; provided, however, that upon the issuance of the refunding
bonds, the bonds refunded shall no longer be counted in determining any limit of indebtedness of the
municipality or county.

347:4 Treasurer's Duties. Amend RSA 197:23-a to read as follows:

797:23-a Treasurer's Duties. The treasurer shall have custody of all moneys belonging to the district and shall
pay out the same only upon orders of the school board or upon orders of the 2 or more members of the school
board empowered by the school board as a whole to authorize payments. The treasurer shall deposit the
moneys in participation units in the public deposit investment pool established pursuant to RSA 383:22, or in
solvent banks in the state, except that funds may be deposited in banks outside the state ifsuch banks pledge
and deliver to a third party custodial bank or the regional federal reserve bank collateral security for such
deposits United States government obligations, United States government agency obligations, or obligations
of the state of New Hampshire in value at least equal to the amount of the deposit in each case. The amount
of collected funds on deposit in any one bank shall not at any time exceed the sum of its paid-up capital and
surplus. The treasurer shall keep in suitable books provided for the purpose a fair and correct account of all
sums received into and paid from the district treasury, and of all notes given by the district, with the
particulars thereof. At the close of each frscal year, the treasurer shall make a report to the district, giving a
particular account of all of the treasurer's financial transactions during the year. The treasurer shall furnish
to the school board statements from the books, and submit the books and vouchers to them and to the
auditors for examination, whenever so requested. Whenever the treasurer has in custody an excess of funds
which are not immediately needed for the purpose of expenditure, the treasurer shall, with the approval of
theschoolboard,investthesametinparticipationunitsin
the public deposit investment pool established pursuant to RSA 383:22, in savings bank deposits of banks
incorporated under the laws of the state of New Hampshire, or in certifrcates of deposits and repurchase
agreements of banks incorporated under the laws of the state of New Hampshire or in banks recognized by
the state treasurer, and, oblígøtions fully guøranteed, øs to príncípal and. ínterest by the Uníted
Støtes gouern rlent. The oblígatíons møy be held, d,irectly or in the forrn of securítíes of or other
ínterests ín øny open-end or closed-end. managem.ent-type ínuestment cornpøny or ínvesttnent trust
registered, under 15 U.S.C. section 80ø-1 et seq., íf the portfolío of the ínvestment contpøny or
ínuestment trust ís límíted to such oblígøtíons and repurchase øgreements fully collaterølízed. by
such obligøtions. Any person who directly or indirectly receives any such funds for deposit or for investment
in securities of any kind shall, prior to acceptance of such funds, make available at the time of such deposit or
investment an option to have such funds secured by collateral having a value at least equal to the amount of
such funds. Such collateral shall be segregated for the exclusive benefrt ofthe district. Only securities defined
by the bank commissioner as provided by rules adopted pursuant to RSA 386:57 shall be eligible to be pledged
as collateral. At least yearly, the school board shall review and adopt an investment policy for the investment
of public funds in conformance with the provisions of applicable statutes.

347:5 Purchase ofPennichuck Corporation Stock by the City ofNashua.

I. Notwithstanding the provisions of any law to the contrary, the city of Nashua is authorized to purchase the
stock of Pennichuck Corporation or one or more of its subsidiaries upon agreement with such corporation. The
public utilities commission shall make a public interest determination prior to any such purchase. For the
purpose of obtaining control of the plant and property of Pennichuck Corporation or its subsidiaries, the city
may acquire and hold such stock, or establish one or more business corporations under RSA 293-4. Except as
otherwise provided in this section, the provisions ofRSA 38 shall apply to the acquisition ofstock by the city.
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II. The acquisition of such stock shall be deemed to be within the policy and purposes of RSA 38 if, prior to the
acquisition ofstock as provided in this section, the board ofaldermen ofthe city find that:

(a) The acquisition of stocþ rather than the direct acquisition of plant and property, will provide a more
orderly method for the city to establish, own, and operate a municipal water utility consistent with the
purposes ofRSA 38.

@) The acquisition of stock, rather than the direct acquisition of plant and property, will be frnancially
benefrcial to the city and its customers and will, therefore, be in the best interests of the city and provide a
public benefit.

III. The acquisition by the city of the stock of Pennichuck Corporation or its subsidiaries as provided by this
act is a purpose for which the city may issue bonds and notes pursuant to RSA 33-8.

347:6Effective Date.

I. Sections 1-4 ofthis act shall take effect 60 days after its passage.

II. The remainder of this act shall take effect upon its passage.

Approved: July 16, 2007

Effective: I. Sections 1-4 shall take effect September L4,2007.

II. Remainder shall take effect July 16, 2007.

Appendix 3   
Page 5 of 5 
Joint Motion to Schedule Procedural Conference 
DW 04-048

145



EXECUTION DOCUMENT

SETTLEMENT AGREEMENT

This Settlement Agreement (the "Agreement") dated as of November 11, 2010 (the
"Effective Date") is made and entered into by and between the City of Nashua, New
Hampshire ("City") and Pennichuck Corporation ("PNNW"), Pennichuck Water Works, Inc.
("PWW"), Pennichuck East Utility, Inc. ("PEU"), Pittsfield Aqueduct Company, Inc.
("PAC") and Pennichuck Water Service Corporation ("PWSC"). (PNN.W, PWW, PEU, PAC
and PWSC are collectively referred to as "Pennichuck".)

WIIEREAS, the City and Pennichuck are parties to an eminent domain proceeding
pursuant to RSA Chapter 38 before the New Hampshire Public Utilities Commission ("PUC"),
docketed by the PUC as DW 04-048 (the "PUC Eminent Domain Proceeding");

WHEREAS, on July 25,2008, the PUC issued its OrderNo. 24,878 (the "PUC Approval
Order") concluding, among other things, that (i) the taking of the plant and property of PWW by
eminent domain is in the public interest, (ii) the initial valuation of such plant and property as of
December 31, 2008 was $203 million, and (iii) the City must establish a $40 million mitigation
fund to protect the interests of the customers of PEU and PAC;

WHEREAS, on March 25,2010, the New Hampshire Supreme Court affrmed the PUC
Approval Order No. 24,878 and the PUC's Order No. 24,948, which decision became effective
upon issuance of the Court's mandate on April 7,2010;

WHEREAS, it is the City's and Pennichuck's desire, and it is mutually beneficial to them
and, they believe, in the public interest to resolve thei¡ differences on a consensual basis, rather
than through continuation of the administrative litigation process (including potential appeals)
that would otherwise be necessary to conclude the eminent domain process under NH RSA 38;

WHEREAS, the City and Pennichuck have executed and delivered that certain
Agreement and Plan of Merger dated as of November 11, 2010 (the "Merger Agreement") which
provides for the City directly or indirectly to acquire all of the issued and outstanding shares of
PNNW stock and coÍrmon stock equivalents (the "Merger") as a means of acquiring control over
the water systems owned and operated by Pennichuck;

WHEREAS, the City and Pennichuck have entered into the Merger Agreement, together
with this Agreement, to effect a comprehensive settlement of the eminent domain dispute
between the parties relating to the acquisition by the City of the water system owned and
operated by PWW, pursuant to the provisions of NH RSA Chapter 38 and Chapter 347, Section 5
of 2007 N.H. Laws, as amended by Chapter 1, Section 118 of the Laws of the 2010 Special
Session (the "Special Legislative Authority");

WHEREAS, as a condition and material inducement to Pennichuck's entry into the
Merger Agreement and in consideration therefor, the City has entered into this Agreement with
Pennichuck; and
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WHEREAS, it is the City's and Pennichuck's intention that this Agreement shall be
binding and enforceable on each of them.

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
conditions set forth below, the City and Pennichuck agree as follows:

l. Settlement and Resolution of the PUC Eminent Domain Proceeding. In consideration of
the agreements set forth herein and in the Merger Agreement, the City and Pennichuck
agree to settle all claims, controversies and disputes between the parties in the PUC
Eminent Domain Proceeding, in accordance with the terms and conditions of this
Agreement.

2. Final Determination of Price: Ratification Vote. The City and Pennichuck agree that they
intend that $29.00 per share for the coûrmon stock and/or cornmon stock equivalents of
PNNW (the "Price"), as stated in the Merger Agreement, shall constitute the "final
determination of the price to be paid for the plant and property to be acquired under the
provisions of RSA 38:8, 38:9 or 38:10 and any consequential damages under RSA 38:33"
within the meaning of NH RSA 38:13. Accordingly, the City agrees that it shall, within
90 days after the date of the Merger Agreement, take all steps necessary to duly call, give
notice of, convene and hold a meeting of the City's Board of Aldermen for the purpose of
taking action by an affirmative vote of not less than 10 members of the City's Board of
Aldennen (a) to approve and ratiS, pursuant to NH RSA 38:13 and the Special
Legislative Authority, the issuance of bonds and notes necessary to defray the costs to be
incurred by the City to consummate the Merger pursuant to the terms and conditions of
the Merger Agreement (if so approved and ratified, the "Acquirer Ratification Vote"),
and (b) to make the findings required by the Special Legislative Authority (if so made,
the "Acquirer Special Findings Vote"), The City agtees that (r) an affirmative vote of
less than 10 members of the City's Board of Aldermen regarding the Acquirer
Ratification Vote, or (ii) the failure by the Board of Alderman to take a vote within the
90-day period specified in this Paragraph 2, shall each constitute a vote in the negative
forpurposes of RSA 38:13.

3. Withdrawal Notice: Escrow Aereement. The City and Pennichuck agree that the petition
filed by the City in DW 04-048 should be dismissed with prejudice, subject to the terms
and conditions of this Settlement Agreement, except to the extent necessary for the PUC
to approve the Merger and the other transactions contemplated by the Merger Agreement.
Contemporaneous with the execution of this Agreement, the City and Pennichuck have
each executed the Joint Notice of Withdrawal and Motion for Dismissal with Prejudice
attached hereto as Exhibit A (the "Withdrawal Notice"). The Cify and Pennichuck agree
to cause the executed Withdrawal Notice to be delivered to a person who shall hold the
Withdrawal Notice as escrow agent pursuant to the terms of an Escrow Agreement
substantially in the form attached hereto as Exhibit B (the "Escrow Agreement").

4. Filine of the Withdrawal Notice with the PUC. Upon the termination of the Merger
Agreement by either the City or Pennichuck in accordance with the terms of Section 8.02
thereof, the City and Pennichuck agree that, in accordance with the terms of the Escrow
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Agreement, Pennichuck shall have the right, upon providing five (5) days prior written
notice to the escrow agent (the "Notice"), with a contemporaneous copy to the City
(addressed to City Corporation Counsel), to direct the Escrow Agent to release the
Withdrawal Notice to Pennichuck's independent attorneys, Mclane, Graf, Raulerson &
Middleton ("Pennichuck's Attorney"). Such Notice to the Escrow Agent shall include
evidence that Pennichuck has provided the required Notice copy to the City. The Escrow
Agreement shall provide that the Escrow Agent shall release the Withdrawal Notice to
Pennichuck's Attorney no sooner than five days after the Escrow Agent's receipt of such
Notice. Promptly after the Escrow Agent's disbursement of the Withdrawal Notice to
Pennichuck's Attomey, Pennichuck shall cause Pennichuck's Attorney to file the
Withdrawal Notice with the PUC.

5. Effect of Filing of the Withdrawal Notice. The City and Pennichuck each agree that,
upon the filing of the Withdrawal Notice and the dismissal of the PUC Eminent Domain
Proceeding, they each release and forever discharge the other pafi and their officers,
members, shareholders, directors, attorneys, agents, representatives, employees, and
subsidiaries of and from any and all actions, claims, debts, controversies, promises,
compensation, and liabilities of whatsoever kind and nature, including any claim for
monetary damages or lost profits that they may have and/or could have had against one
another, arising out of or in connection with the PUC Eminent Domain Proceeding;
provided however, that each of the parties shall be fully subject to the terms and
conditions and provisions of the Merger Agreement, this Agreement and the Escrow
Agreement, including but not limited to the obligation to pay any liquidated damages or
the Company Termination Fee, as that term is defined in the Merger Agreement; and
provided further that the parties acknowledge this Agreement, including the foregoing
release, shall not affect, restrict, diminish or extinguish any rights that Pennichuck Water
Works has or may have to recover its defense-related expenses associated with the PUC
Eminent Domain Proceeding through PUC approved rates it charges its customers
(including the City).

6. Representations and Warranties of the Parties. Each of the parties hereto represents and
warrants to the other party as follows:

(a) Authoritv and Enforceabilitv. Each party has all requisite power and authority to
execute and deliver this Agreement and to perform its obligations hereunder. The
execution, delivery and performance of this Agreement by each parly has been
duly authorizedby all authorities required to approve such actions. This
Agreement has been duly and validly executed and delivered by each party and
constitutes a valid and binding agreement of each þaß, enforceable in
accordance with its terms, except to the extent that enforceability may be limited
by bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer or
other similar laws of general applicability relating to or affecting the enforcement
of creditors' rights and by the effect of the principles of equity (regardless of
whether enforceability is considered in a proceeding in equity or at law).

(b) No Conflicts or Consents. The execution and delivery and performance of this
Agreement does not conflict with (i) any statute, rule, regulation or law to which
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any parfy is subject, or (ii) any note, bond, mortgage, indenture, contract,
agreement, lease or other instrument or obligation to which any party is a party or
is otherwise subject. The execution and delivery of this Agreement by each party
does not, and the performance of this Agreement by each party will not, require
any consent, approval, authorization or perrnission of any govemmental entity or
person, except to the extent that the requests made through the frling of the
'Withdrawal Notice will be subject to the review and approval of the PUC.

Equitable Remedies. Because an award of money damages would be inadequate for any
breach of this Agreement by apafi, and any such breach would cause any other party
irreparable harm, the parties also agree that, in the event of any breach or threatened
breach of this Agreement, any such aggrieved non-breaching party will also be entitled,
without the requirement of posting a bond or other security, to equitable relief, including
injunctive relief and specific performance. Such remedies will not be the exclusive
remedies for any breach of this Agreement but will be in addition to all other remedies
available at law or equity.

Other Provisions.

(a) Modification. This Agreement may be modified or waived only by a separate
writing signed by each party.

(b) Severabilitv. If any term or other provision of this Agreement is determined to be
invalid, illegal or incapable of being enforced because of any law or public policy,
all other conditions and provisions of this Agreement shall nevertheless remain in
fulIforce and effect.

(d)

Governing Law. This Agreement shall be governed by and construed under the
laws of the State of New Hampshire without regard to conflicts-of-laws
principles.

Countemarts: Facsimile Siqnatures. This Agreement may be executed in two or
more counterparts, all of which shall be considered one and the same agreement
and shall become effective when two or more counterparts have been signed by
each of the parties and delivered to the other parties. Any signature on this
Agreement or any related instrument or agreement that is delivered by facsimile
or by electronic data file shall have the same effect as an original.

[Remainder of this page is intentionally left blank;
the signature page follows on the next page.l

8.

(c)
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EXECUTION DOCUMENT

IN WITNESS TWIIEREOF, the Parties have entered into ttris Agreement as of the datç
first set forth above.

CITY OF NASHUA

PENMCHUCK CORPORATION

'l,v,Q**^.V#
Duane C. Montopoli, CEO

PENNICHUCK V/ATER WORKS, INC.( rçl ,*-
Duane C. Montopoli, CEO

PENNICHUCK EAST UTILITY, INC.

gyQ**-\r#
Duane C, Montopoli, CEO

PITTSFIELD AQUEDUCT COMPANY, INC.

Duane C. Montopoli, CEO

PENNICHUCK IVATER SERVICE CORPORATION

Duane C. Montopoli, CEO

Exhibit A - Notice of V/ithdrawal and Motion for Dismissal with Prejudice by City of Nashua

Exhibit B - Form of Escrow Agreement

UU;
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EXHIBIT A TO SETTLEMENT AGREEMENT

STATE OF NEW HAMPSHIRE
BEFORE THE

PUBLIC I./TILITIES COMMISSION

City Of Nashua

RSA 38 Proceeding re Pennichuck Water Works

DW 04-048

Notice of Withdrawal and Motion for Dismissal with Prejudice

The Cþ of Nashua hereby notifies the New Hampshire Public Commission that it

wishes to withdraw its Petition for Valuation pursuant to RSA 38:9 filed March 25,2004,

and moves the Commission to dismiss this proceeding with prejudice.

Respectfully submitted,

CITY OF NASHUA

By Its Attorneys

RATH, YOUNG AND PIGNATELLI, P.C.

Date: By:
William F.J. Ardinger
Paul A. Burkett
Andrew W. Serell
One CapitalPtaza, P.O. Box 1500
Concord, NH 03301
(603) 226-2600

Certificate

I hereby certi$' that I have today served a copy of this Notice of Withdrawal and
Motion to Dismiss with Prejudice on all persons on the Commission's service list.

Date:
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EXHIBIT B TO SETTLEMENT AGREEMENT

ESCROW AGREEMENT

This Escrow Agreement (the "Escrow Agreement") dated as of November 1lth, 2010 (the
"Effective Date") is made and entered into by and among the City of Nashua, New Hampshire
("C¡ry"), Pennichuck Corporation ("PNNW"), Pennichuck Water Works, Inc. ("PXAU,"),
Pennichuck East Utility,Inc. ("BEU"), Pittsfield Aqueduct Company,Inc. ("PAC") and
Pennichuck Water Service Corporation ("PWSC"). (PNNW, PWW, PEU, PAC and PWSC are
collectively referred to as "E_gngichuck", aîd the City and Pennichuck are together referred to as

the "Depositors"), and Attorney Morgan A. Hollis, of the law firm of Gottesman & Hollis, P.A.
(the "EsçfpÉgent").

WITNESSETH:

WHEREAS, the City and Pennichuck are parties to that certain Settlement Agreement
dated November 1I,2010, which is attached hereto as Exhibit A (the "Settlement Asreement");

WHEREAS, under the terms and conditions of the Settlement Agreement, the Notice of
Withdrawal and Motion for Docket Markings attached as Exhibit A to the Settlement Agreement
is to be executed by legal counsel for the Crty (the "Withclrawal Notice") and delivered to the
Escrow Agent; and

WHEREAS, the parties wish to place in escrow the Withdrawal Notice to be held
pursuant to the terms and conditions of this Escrow Agreement.

NOW, THEREFORE, in consideration of the foregoing and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties,
intending to be legally bound, agree as follows:

AGREEMENT:

1. Definitions. Capitalized terms used but not otherwise defined herein shall have the
meanings ascribed to such terms in the Settlement Agreement.

2. Appointrnent of Escrow Agent. The Depositors hereby appoint Escrow Agent to act as

the escrow agent hereunder, and Escrow Agent hereby accepts such appointrnent for the
purpose of receiving, safeguarding and releasing the Withdrawal in accordance with the
terms and conditions set forth herein.

3. Deposit of Withdrawal Notice. Escrow Agent acknowledges receipt of the original
executed Withdrawal from the City.

4. Safezuarding of Withdrawal Notice. For so long as this Escrow Agreement remains in
effect, the Escrow Agent shall keep and maintain the Withdrawal in a safe and secure
location, which location shall be communicated to the City and Pennichuck.

5. Release of Withdrawal Notice. Upon receipt of a written notice executed by a senior
executive officer of Pennichuck in the form attached hereto as Exhibit B, the Escrow
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6.

EXHIBIT B TO SETTLEMENT AGREEMENT

Agent is hereby authorized and directed to release the Withdrawal Notice to the person
designated in such written notice.

Termination.

(a) This Escrow Agreement shall be effective as of the date hereof and shall continue
in full force and effect until the close of business on the day during which the
Withdrawal is released in accordance with Section 5, at which time this Escrow
Agreement shall automatically terminate. Upon termination of this Escrow
Agreement, Escrow Agent shall be discharged from any further obligation
hereunder.

Except as specifically agreed in writing by the City and Pennichuck, termination
of this Escrow Agreement under Section 6(a) shall not relieve any of the parties
hereto of any obligation arising under this Escrow Agreement prior to
termination.

For purposes of this Escrow Agreement, the term "Business Day" shall mean any
day other than a Saturday or a Sunday or a day on which commercial banks in
New Hampshire are required or authorized by law or executive order to remain
closed.

Exculpation and Indemnification of Escrow Agent. It is understood and agreed that
Escrow Agent shall:

(a) be under no duty to accept information from any person other than the City and
Pennichuck and then only to the extent and in the manner provided in this Escrow
Agreement;

(b) be protected in acting upon any written notice, opinion, request, certificate,
approval, consent or other document believed by it to be genuine and signed by
the proper party or parties;

(c) be deemed conclusively to have given and delivered any notice required to be
given or delivered hereunder if the same is given in accordance with Section 1l
hereof;

(d) be indemnified and held harmless jointþ and severally by the City and
Pennichuck against any claim made against it by reason of its acting or failing to
act in connection with any of the transactions contemplated hereby and against
any loss, liability or expense, including the expense of defending itself against any
claim of liability it may sustain in carrying out the terms of this Escrow
Agreement, except such claims as are occasioned by its bad faith, gross
negligence, willful misconduct, fraud or any breach of fiduciary duty; ryidqd,
however, that promptly after the receipt by Escrow Agent of notice of any
demand or claim or the commencement of any action, suit or proceeding, Escrow
Agent shall, if a claim in respect thereof is to be made against any of the other
parties hereto, notiff each other party thereof in writing; and ryidgd, further,

(b)

(c)

7
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(e)

EXIIIBIT B TO SETTLEMENT ÄGREEMENT

that the indemnitors hereunder shall be entitled, jointly or severally and at their
own expense, to participate in and/or assume the defense of any such action, suit
or proceeding;

have no liability or duty to inquire into the tenns and conditions of any
agreements to which Escrow Agent is not a paf.¡, its duties under this Escrow
Agreement being understood to be purely ministerial in nature;

be permitted to consult with counsel of its choice and shall not be liable for any
action taken, suffered or omitted by it in good faith in accordance with the written
advice of such counsel; ry(þ!, however, that nothing contained in this
subsection (f), nor any action taken by Escrow Agent, or of any counsel, shall
relieve Escrow Agent from liability for any claims which are occasioned by its
bad faith, gross negligence, willful misconduct, fraud or any breach of fiduciary
duty, all as provided in subsection (d) above;

not be bound by any modification, amendment, termination, cancellation,
rescission or supersession of this Escrow Agreement, unless the same shall be in
writing and signed by all of the parties hereto;

if and to the extent it is uncertain as to its duties and rights hereunder, be entitled
to refrain from taking any action other than to keep all property held by it in
escrow until it shall be directed otherwise in a joint writing by the City and
Pennichuck, in accordance with this Escrow Agreement, or by a final judgment of
a court of competent jurisdiction;

have no liability for any act or omission done pursuant to the instructions
contained or expressly provided for herein, or written instructions given by joint
instructions of the City and Pennichuck pursuant hereto;

have the right, at any time, to resign hereunder by giving written notice of its
resignation to the City and Pennichuck, at their addresses set forth below, at least
30 Business Days prior to the date speciñed for such resignation to take effect; in
which case, upon the effective date of such resignation:

(Ð the Withdrawal Notice shall be delivered by it to such person as may be
designated jointly in writing by the City and Pennichuck, whereupon
Escrow Agent's performance obligations hereunder shall cease and
terminate; and

(iÐ if no such person has been designated by such date, Escrow Agent's sole
responsibility thereafter shall be to keep all property then held by it and to
deliver the same to a person designated jointly in writing by the City and
Pennichuck, or, ifno such person shall have been so designated, in
accordance with the directions of a f,ural order or judgment of a court of
competent jurisdiction, and the provisions of subsections (f) and fi) of this
Section 7 shall remain in effect.

(Ð

(e)

(h)

(Ð

û)
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8.

9.

EXHIBIT B TO SETTLEMENT AGREEMENT

Entire Aqreement. This Escrow Agreement shall constitute the entire agreement of the
Escrow Agent and the Depositors with respect to the subject matter hereof and
supersedes any other prior oral or written agreements, arrangements or understandings
between the parties hereto with respect to the subject matter hereof.

Waiver. The waiver by any party hereto of a breach of any provision of this Escrow
Agreement shall not operate or be construed as a further or continuing waiver of such
breach or a waiver of any subsequent breach. No failure on the part of any party hereto
to exercise, and no delay in exercising, any right, power or remedy hereunder shall
operate as a waiver thereof, nor shall any single or partial exercise of such right, power or
remedy by such party preclude any other further exercise thereof or the exercise of any
other right, power or remedy. All remedies hereunder are cumulative and are not
exclusive of any other remedies provided by law.

Bindine Effecl Assignment. This Escrow Agreement shall inure to the benefit of, and
shall be binding upon Pennichuck, the City and Escrow Agent and their respective
successors and assigns. Nothing in this Escrow Agreement shall create or be deemed to
create any third party beneficiary rights in any person not a parly to this Escrow
Agreement. Except as specifically set forth herein, no assignment of this Escrow
Agreement or of any rights or obligations hereunder may be made by any party hereto
(by operation of law or otherwise) without the prior written consent of all other parties
hereto and any attempted assignment without the required consents shall be void.

Notices. All notices, requests, demands, claims, and other communications hereunder
will be given in writing and either electronically by email or by facsimile. Any notice,
request, demand, claim, or other communication hereunder shall be deemed duly given in
writing two Business Days after it is sent by registered or certified mail, retum receipt
requested, postage prepaid, and addressed to the intended recipient as set forth below:

t0.

lt.

James McNamee, Esq.
Corporation Counsel
City of Nashua
229Man Street
Nashua, NH 03064
mcname ej @nashuanh. gov

Fax no. (603)

If to Pennichuck:

Roland E. Olivier, Esq.
General Counsel
P ennichuck Corporation
25 Manchester Sffeet
Merrimack, NH 03054
rolivier@pennichuck. com

With a copy to:

Rath, Young and Pignatelli, P.C.
One CapitalPlaza
Concord, NH 03301
Attention: William F.J. Ardinger
wfa@rathlaw.com
Fax no. (603) _

With a cop]¡ to:

Mclane, Graf, Raulerson & Middleton,
Professional Association
11 So. Main Street, Suite 500
Concord, NH 03301
Attention: Steven V. Camerino
steven. camerino @mclane. com
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13.

14.

15.

EXIIIBIT B TO SETTLEMENT AGREEMENT

Faxno. (603)913-2325

If to Escrow Agent:

Morgan A. Hollis, Esq.

Gottesman & Hollis, P.A.
39 East Pearl St.

Nashua, NH 03060-3407
info@nh-lawyers.com
Fax no. (603) 886-0380

Faxno. (603)230-4448

Any parfy may send any notice, request, demand, claim, or other communication
hereunder to the intended recipient at the address set forth above using any other means
(including personal delivery, expedited courier, messenger service, or ordinary mail), but
no such notice, request, demand, claim, or other communication shall be deemed to have
been duly given unless and until it actually is received by the intended recipient. Any
party may change the address to which notices, requests, demands, claims, and other
communications hereunder are to be delivered by giving the other parties notice in the
manner herein set forth.

Further Assurances. The parties hereto agree to execute and deliver such other
documents or agreements and to take such other action as may be reasonably necessary or
desirable for the implementation of this Escrow Agreement and the consummation of the
transactions contemplated hereby.

Counterparts. This Escrow Agreement may be executed in one or more counterparts,
each of which shall be deemed to be an original, but all of which taken together shall
constitute one and the same instrument. Such execution shall be effective when one or
more such counterparts shall have been executed by each of the parties hereto and at least
one ofeach such counterpart shall have been delivered to each ofthe other parties hereto.

Miscellaneous. This Agreement shall be governed by, and its provisions construed in
accordance with, the internal laws of the state of New Hampshire applicable to contracts
made and to be wholly performed within such state and without regard to conflicts of
laws provisions of any jurisdiction which would result in the application of any laws
other that those of the state of New Hampshire. This Agreement may be modified only in
writing signed by each of the parties hereto.

Severabilitv. If any provision of this Agreement or the application of any such provision
to any person or circumstances shall be held invalid, illegal or unenforceable in any
respect by a court of competent jurisdiction, such invalidity, illegality or unenforceability
shall not affect any other provision hereof.

ISTGNATURE PAGE FOLLOWSI
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EXHIBIT B TO SETTLEMENT AGREEMENT

IN WITNESS WHEREOF, the parties hereto have caused this Escrow Agreement to be
executed as of the date first above written.

CITY OF NASHUA

Witness By: Donnalee Lozeau, Mayor

PENNICHUCK CORPORATION

By:
Witness Duane C. Montopoli, CEO

PENMCHUCK WATER WORKS, INC.

By:
Witness Duane C. Montopoli, CEO

PENMCHUCK EAST UTILITY, INC.

By:
Wibress Duane C. Montopoli, CEO

PITTSFIELD AQLTEDUCT COMPANY, fNC.

Witness Duane C. Montopoli, CEO

PENMCHUCK V/ATER SERVICE CORPORATION

Witness Duane C. Montopoli, CEO

ESCROW AGENT:

By:

Exhibit A - Settlement Agreement
Exhibit B - Form of Notice to Escrow Agent

By:

By:

6

MorganA. Hollis
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