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absolutely assume the rights and obligations associated
therewith from the date of such allocation. If a Participant
that was not also a Credit Enhanced Participant is terminated,
then acceptance of any allocation shall be voluntary by any
Equity Sponsor or its appointee and shall be in accordance with
New Hampshire Hydro's offer thereof. If required by New
Hampshire Hydro, any Equity Sponsor or its appointee assuming
rights and obligations under the Massachusetts HVDC Support
Agreement shall execute and deliver any documents necessary to
effectuate such assumption. If any Equity Sponsor that is the
designee of a Participant is unable to deliver these documents
to effectuate the assumption, such Equity Sponsor shall take
all actions necessary for the Participant that so designated it
as an Equity Sponsor to assume such rights and obligations as
its appointee.

The appointee of NEES shall be New England Power Company.
The appointee(s) of any other Equity Sponsor shall be thé
Participant(s) for which such Equity Sponsor was acting as a
designee. Each Equity Sponsor agrees that if its appointee is
allocated a Participating Share under the New Hampshire HVDC
Support Agreement, such Equity sponsor shall also allocate to
it an equal participating share and support share under the
Massachusetts HVDC Support Agreement and New England Power and

Boston Edison AC Support Agreements, respectively.

(Y L
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B. Each Equity Sponsor shall use its best efforts to
obtain and assist others in obtaining all necessary regulatory
approvals required for performance of its or its appointee's
commitments made in this Section.

Section 10. Character of Payment Obligations

The obligations of each Equity Sponsor to make payments
hereunder, and to perform and observe all other agreements on
its part contained herein, are absolute and unconditional and
shall not be affected by any circumstances, including, without

1imitation, (i) any insolvency, composition, bankruptcy,

reorganization, arrangement, liquidation or similar proceedings'

relating to New Hampshire Hydro, New England Power Company,
Boston Edison Company, the Equity Sponsor, any other Equity
Sponsor, or any affiliate thereof, (11) any invalidity or
unenforceability or disaffirmance by New Hampshire Hydro or any

Equity Sponsor of any provision of this Agreement or any

~failure, omission, delay, or inability of New Hampshire Hydro

to perform any of its obligations contained herein, (i11) any
amendment, extension, or other change of, or any assignment or
encumbrance of any rights or obligations under, this Agreement,
or any waiver or other action or inaction, or any exercise or
nonexercise of any right or remedy, under or in respect to this
Agreement, or (iv) any inability of the Equity Sponsor or any
other Equity Sponsor to obtain regulatory approvals for

financing its Equity Share of any obligations under this

/ }‘l(;
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Agreement or for meeting any other obligations under this
Agreement, it being the intention of the parties hereto that
all amounts payable by each Equity Sponsor in respect of this
Agreement shall begin to be payable and shall continue to be
payable in all events in the manner and at the time herein
provided. In that connection, each Equity Sponsor hereby
waives, to the extent permitted by applicable law, any and-all
rights which it may now have or which may at any time hereafter
be conferred upon it, by statute or otherwise, to terminate,
cancel, or surrender any of its obligations under this
Agreement.

ion 11. Defaul

A. Any of the following events (Events of Default) that
occur and are continuing are Events of Default:

(1) An Equity Sponsors shall fail to pay to New
Hampshire Hydro when due any amount which it has
agreed to pay under any provision of this
Agreement, and such failure shall continue for
more thaﬂ 15 days after written notice thereof
has been given to such Equity Sponsor by New
Hampshire Hydro; or

(i1) Any Equity Sponsor shall fail to supply in
accordance with the terms hereof any
documentation required by New Hampshire Hydro in

connection with financing with Lenders by New

[ Ys
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Hampshire Hydro (for VELCO and MMWEC, this
includes documentation for their respective
contracting electric systems), and such failure
shall continue for more than 30 days after
written notice of such failure has been given to
such Equity Sponsor by New Hampshire Hydro; or
An Equity Sponsor shall fail to perform any
other obligation under this Agreement in
accordance with the terms hereof, and such
failure shall continue for more than 30 days
after written notice thereof has been given to
such Equity Sponsor or any of its affiliates by
New Hampshire Hydro.

Any Equity Sponsor shall experience an event of
default under the Equity Funding Agreement for
New Hampshire Hydro.

If an Event of Default under Section 11A(i) above

shall have occurred, New Hampshire Hydro may, by written notice

to each Equity Sponsor, request that the nondefaulting Equity

Sponsors on a voluntary basis make the overdue payment to New

England Hydro, provided that similar voluntary payments are

made under the Equity Funding Agreement for New Hampshire Hydro.
C.

New Hampshire Hydro or any Equity Sponsor shall be

free to invoke such remedies at law or in equity as may be

deemed appropriate against any Equity Sponsor that defaults

under this Agreement.

/6
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Section 12. Restrictions on Transfer of Common Stock

Each Equity Sponsor agrees that it will not transfer any or
all of its common stock of New Hampshire Hydro to any other
person unless such person is an Equity Sponsor or meets the
requirements for being an Equity Sponsor under sections 4B or
4C hereof as of the date of such transfer and a similar
transfer is made under the Equity Funding Agreement for New
Hampshire Hydro.

Section 13. Dividends on Common Stock

Any Equity Sponsor may direct New Hampshire Hydro to
withhold the payment of a dividend to such Equity Sponsor and
apply such dividend to reduce the current or the next Support
Charge payment required to be made under the New Hampshire HVDC
Support Agreement by such Equity Sponsor or its appointee.

jon 14. ri n Div Return of ital an
Repurchase of Common Stock

Any Equity Sponsor thch is in default hereunder pursuant
to Section 11 is not entitled to receive any amounts from New
Hampshire Hydro representing such Equity Sponsor's then Equity
Share of dividends, return of capital, or proceeds from any
repurchase of common stock until all amounts (including
interest thereon at an annual rate equal to two percent over
the current interest rate on prime commercial loans from time
to time in effect at the principal office of the First National
Bank of Boston) owed by such Equity Sponsor to New Hampshire

Hydro have been paid.
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Section 15. Certain Actions of New Hampshire Hydro

A. New Hampshire Hydro shall not take any of the
following actions without prior written approval of Equity
Sponsors having at that time at least 80% of the Equity Shares:

(1) Amend New Hampshire Hydro's articles of
organization or by-laws to adversely affect the
rights of the Equity Sponsors as stockholders in
a material manner under the Basic Agreements,
unless such amendment is required by regulation
or law; and

(ii) Merge, consolidate, or sell all or substantially
all of the assets of New Hampshire Hydro not
otherwise permitted by the New Hampshire HVDC
Support Agreement.

B. New Hampshire Hydro shall distribute in a timely
manner to each Equity Sponsor copies of (a) its annual audited
financial statements, (b) notices of all of its directors' and

stockholders' meetings (including any committees thereof), and

(c) minutes of all of its directors’ and stockholders' meetings.

fon 16. Miscellan

A. Successors and Assigns. This Agreement shall be
binding upon and shall inure to the benefit of, and may be
performed by, the successors and assigns of the parties and
shall also be binding, insofar as permitted by law, on any

receiver or trustee in bankruptcy, receivership, or



™

-120-

reorganization of any party. No assignment of this Agreement
shall operate to relieve the assignor of its obligations under
this Agreement without the written consent of the parties
hereto. Hritten notice to all parties will be given prior to
any assignment hereunder.

Notwithstanding the above, New Hampshire Hydro may
collaterally assign this Agreement without the consent of the
Equity Sponsors in connection with a third party financing by
New Hampshire Hydro.

B. Right of Setoff. No Equity Sponsor shall be entitled

to set off against the payments required to be made by it
hereunder (1) any amounts owed to it by New Hampshire Hydro,
any affiliate of New Hampshire Hydro, or any other Equity
Sponsor, or (2) the amount of any claim by it against New
Hampshire Hydro, any affiliate of New Hampshire Hydro, or any
other Equity Sponsor. However, the foregoing shall not affect
in any other way any Equity Sponsor's rights and remedies with
respect to any such amqunts owed to it by New Hampshire Hydro,
any affiliate of New Hampshire Hydro, or any other Equity
Sponsor or any such claim by it against New Hampshire Hydro or
any other Equity Sponsor.

C. Amendments. Any amendments changing the Equity Shares
of the Equity Sponsors or the several nature of the obligations
and rights of the Equity Sponsors hereunder as specified in

Section 6, shall require consent by all parties. In the event
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that an Equity Sponsor is obligated to acquire Equity Shares
hereunder and does not pay for such Shares, then such Shares
will not be issued to him and such Equity Sponsor's Equity
Share will be reduced accordingly. A1l other amendments to
this Agreement shall be by mutual agreement of New Hampshire
Hydro and Equity Sponsors owning Equity Shares aggregating at
least 80%, evidenced by a written amendment signed by New
Hampshire Hydro and such Equity Sponsors; and New Hampshire
Hydro and all Equity Sponsors shall be bound by any such
amendment.

D. Notices. Except as the parties may otherwise agree,
any notice, request, bil11, or other communication relating to
this Agreement, or the rights, obligations or performance of

the parties hereunder, shall be in writing and shall be

considered as duly delivered when delivered in person or mailed

by registered or certified mail, postage prepaid, to the
respective post office address of the other parties shown
following the s1gnature§ of such other parties hereto, or such
other address as may be designated by written notice given as
provided in this paragraph D.

E. Governing Law. This Agreement shall be governed by

and construed and enforced in accordance with the laws of The

Commonwealth of Massachusetts.

-

15
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F. Other.

(1) No action, regardless of form, arising out of this
Agreement may be brought by any party hereto more than three
years after the cause of action has arisen.

(2) In the event that any clause or provision of this
Agreement, or any part thereof, shall be declared invalid or
unenforceable by any court having jurisdiction, such invalidity
or unenférceability shall not affect the validity or
enforceability of the remaining portions of this Agreement.

(3> A1l provisions of this Agreement providing for
limitation of, or protection against, 1iability shall apply to
the full extent permitted by law, and regardless of fault, and
shall survive either termination pursuant to this Agreement or
cancellation.

(4) Each party shall, upon request of another party,
execute and deliver any document reasonably required to
implement any provision hereof.

(5) Any number of counterparts of this Agreement may be
executed and each shall have the same force and effect as the
original.

(6) This Agreement, with the other Basic Agreements,
Preliminary Quebec Interconnection Support Agreement - Phase
II, the agreements with Hydro-Quebec regarding Phase II, and
the basic agreements covering Phase I shall constitute the
entire understanding among the parties and shall supersede any
and all previous understandings pertaining to the subject

matter of this Agreement.
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(7) Terms defined in the Massachusetts HVDC Support
Agreement and the New England Power and Boston Edison AC
Support Agreements used in this Equity Funding Agreement shall
be incorporated herein as defined in such Agreements unless the
context indicates otherwise.

(8) This Agreement is the act and obligation of the
parties hereto in their corporate or governmental capacity, and
any claim hereunder against any shareholder, director, officer,

employee, or agent of any party, as such, is expressly waived.

IN WITNESS WHEREOF, the signatories have caused this

Agreement to be executed by their duly authorized officers or

agents.

NEW ENGLAND HYDRO-TRANSMISSION
CORPORATION

By:

Its

Address: 25 Research Drive
Westborough, MA 01582

By:

Its

Address:
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ATTACHMENT A
Li f Equi nsor
New Hampshire Hydro will supply a 1ist of Equity Sponsors

as of the date of initial computation and as of each date
thereafter that the list changes.
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ATTACHMENT B

Forms of the following documentation:

1.

2.

3.
4.

Opinion of Counsel
Certificate
Incumbency and Signature Certificate

Directors' Vote

[Please note - governmental entities may make appropriate

modifications to these documents to reflect that they are not

corporations.]
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[Form of Opinion of Counsel for Each Utility Participant]

New England Hydro-Transmission
Electric Company, Inc.;

New England Hydro-Transmission
Corporation; or '

New England Power Company

Gentlemen:

This opinion is furnished in connection with the execution

and delivery by (the Company) of
the following Agreements: .

We have acted as counsel to the Company, one of the Utility
Participants, in connection with the execution and delivery of
the Basic Agreements. HWe participated in reviewing and/or
drafting the Agreements.

As general [speciall counsel to the Company, we are
generally familiar with its affairs. [If special counsel is
giving the opinion, describe relationship to the Company.]l He
have reviewed the proceedings taken by the Company in
connection with its authorization, execution, and delivery of
the Agreements and any documentation suppliied by the Company
thereunder. We have also examined executed counterparts of the
Agreements, have made such other investigation, and have
examined such other records and documents, and have made such
examination of law and satisfied ourselves as to such other
matters as we have deemed relevant and necessary in order to
enable us to express the opinions set forth below.

Based upon and subject to the foregoing and to the further
qualifications in this opinion, we are of the opinion that:

1. The Company is a corporation duly organized, validly
existing and in good standing under the laws of [the
jurisdiction of its incorporation], has the corporate power to
own {ts assets and to transact the business in which it is
engaged, and is duly qualified as a foreign corporation in, and
is in good standing under the laws of, each jurisdiction in
which the conduct of its business or the ownership of its
assets requires such qualification.

2. The Company has (and in the case of the Agreements at
the time of execution and delivery thereof, had) full corporate
power, and legal right to execute, deliver and perform the
Agreements, and the Company has taken all necessary corporate
action to authorize the execution, delivery, and performance by
it of the Agreements.
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3. The execution, delivery, and performance by the Company
of the Agreements do not (a) contravene the Company's [charter
documents] or by-laws, (b) violate any applicable law, rule,
regulation, order, writ, judgment, injunction, decree, or award
known to us by which the Company is bound, (c) violate any
indenture, instrument, or agreement known to us by which the
Company is bound, or (d) result in or require the creation or
the imposition of any lien pursuant to the provisions of any
indenture, instrument, or agreement known to us by which the
Company is bound.

4. No authorization, approval, consent, or other action
by, and no notice to or filing with, any federal, state, or
other governmental authority or regulatory body which has not
been obtained or given and is not in full force and effect is
required for the valid and lawful execution, delivery, and
performance by the Company of the Agreements. [In this
connection, to the extent it may be required by law, the
approval of the Massachusetts Department of Public Utilities
[Connecticut PUC, or other] has been given for the Agreements
and the Company's performance thereunder by order(s)

dated , which remains in full force and
effect.]

5. The Agreements have each been duly executed and
delivered by the Company and constitute the legal, valid, and
binding obligations of the Company enforceable against it in
accordance with their respective terms.

6. No action, suit, proceeding, or investigation at law or
in equity or by or before any governmental instrumentality or
other agency now pending or threatened against or affecting the
Company or its property or rights which, if adversely
determined, would materially impair the ability of the Company
to perform its obligations under the Agreements is known to us.

Our opinion that the Agreements are enforceable, each in
accordance with the terms thereof, is qualified to the extent
that the enforcement of the rights and remedies created thereby
is subject to bankruptcy, insolvency, reorganization, and
similar laws of general application affecting the rights and
remedies of creditors and secured parties, and to the further
extent that the availability of the remedies of specific
enforcement, injunctive relief, or any other equitable remedy
is subject to the discretion of the court before which any
proceeding therefor may be brought.

Very truly yours,
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CERTIFICATE

I, (insert name), the Clerk (or Secretary or other
principal recording officer) of (insert name of Utility
Participant), a (insert state of organization) (the "Company")
do hereby certify that:

(1) Attached hereto as Exhibit A is a true and correct
copy of a vote duly adopted at a meeting of the Board of
Directors of the Company, duly called and held on
198_, and that such vote and the authority vested thereby have

not been amended or revoked and are still in full force and
effect.

(2) Attached hereto as Exhibit B is a true and correct
copy of the Articles of Organization (or other charter
documents) of the Company, as amended and in effect as of the
date of this Certificate.

(3) Attached hereto as Exhibit C is a true and correct
copy of the By-Laws of the Company, as amended and in effect as
of the date of this Certificate.

(4) The persons (or person) listed on Exhibit D have been
duly elected to the offices set forth adjacent to their
respective names since the first day of June, 1985, and the
signatures adjacent to their respective names are the genuine
signatures of said officers.

IN WITNESS WHEREOF, I have placed my hand and the seal of
the Company this day of , 198_.

By

Name:
Title:
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CONFIRMATION OF INCUMBENCY AND SIGNATURE OF
CLERK, SECRETARY, OR QOTHER PRINCIPAL RECORDING OFFICER

I, (name), (title) of the Company, do hereby certify that
(name of officer executing certificate) is and at all times
subsequent to » 198_, has been the duly elected
(title) of the Company and that the signature adjacent to his
(or her) name is the genuine signature of said officer.

By

Name:
Title:

/ Lt
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FORM _OF DIRECTORS' VQTE APPRQVING AGREEMENTS

That in connection with this Company's participation
in the Phase II expansion of the proposed
interconnection between the New England Power Pool
companies and Hydro-Quebec, the execution and delivery
on behalf of this Company by
President, of the following agreements: (being
collectively referred to in this vote as "Agreements")
copies of which Agreements have been presented at this
meeting, are hereby authorized, approved, ratified,
and confirmed, and that the officers of this Company
are further authorized severally to take any and all
such further actions including the execution and
delivery of such further documents, as such officers
or any of them may deem necessary or appropriate in
connection with the actions and documents authorized
by this vote.
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ATTACHMENT C

Subscription Process for Determining
Equity Shares under Section 5(B)

After allocation of 51% of the Equity Shares to NEES
pursuant to Section 5(B)(1), the Equity Shares shall be
allocated to Equity sponsors other than NEES as follows:

(a)

(b)

(c)

(d

(e)

Each other Equity Sponsor shall be entitled to a pro
rata share of the remainder based on the Participating
Share of such Equity Sponsor or the Participant(s)
that has designated it as an Equity Sponsor as a
percentage of Participating Shares of all other Equity
Sponsors or such Participants as shown in the New
Hampshire HVDC Support Agreement. For the purpose of
this calculation, the Participating Share of each
Equity Sponsor designated by VELCO shall be deemed to
be a pro rata share of VELCO's Participating Share
based on the ratio of such Equity Sponsor's 1980 kwh
load to the aggregate 1980 kwh load of all Equity
Sponsors designated by VELCO.

Upon execution of this Agreement, each other Equity
Sponsor may subscribe for more or less than its share
under (a) above.

Upon execution of this Agreement, each other Equity
Sponsor may specify a maximum 1imit on its share of
such remainder that would apply to any allocations
made on or before June 1, 1986 or such later deadline
date as is fixed pursuant to Section 2 hereof.

If there are no undersubscriptions or
oversubscriptions under (b) above or if the sum of the
shares under (a) or (b) above for all Equity Sponsors
equals 100% of such remaining shares, then each Equity
Sponsor shall have a share as determined under (a) or
(b) above. (For the purposes of this attachment,
oversubscription shall mean, with respect to any
Equity Sponsor, a subscription under (b) above of more
than its share under (a) above. For the same
purposes, undersubscription shall mean, with respect
to any Equity Sponsor, a subscription under (b) above
of less than its share under (a) above. The amount of
such oversubscription shall be equal to (b) minus (a)
and the amount of such undersubscription shall be
equal to (a) minus (b).)

If there are undersubscriptions but not
oversubscriptions or if there are oversubscriptions
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but no undersubscriptions, then each Equity Sponsor
shall have a share as determined under (a) above;
provided, however, that no Equity Sponsor shall be
allocated more than its specified 1imit under (c¢)
above. If the sum of all shares heretofore allocated
is less than 100%, any remaining share shall be
allocated to all Equity Sponsors that have received
shares less than their limits under (c) above, pro
rata by the difference between their 1imits under (c¢)
above and their shares as heretofore allocated.

If the net result of subtracting the aggregate amount
of all undersubscriptions from the aggregate amount of
all oversubscriptions is greater than zero, the
aggregate amount of all oversubscriptions must be
reduced to the aggregate amount of all
undersubscriptions. This amount shall be referred to
as the total permitted amount of oversubscriptions.
Each oversubscriber shall initially be allocated a
share of the total permitted amount of
oversubscriptions (pro rata by the Participating
Shares of the oversubscribers or their designators as
shown in the New Hampshire HVDC Support Agreement);
provided that no oversubscriber shall be allocated
more than its requested amount under (b) above. Any
remaining unallocated portion of the total permitted
amount of oversubscriptions shall be allocated to all
oversubscribers that have not yet reached their
requested amount under (b) above pro rata by the
differences between their requested shares under (b)
above and their shares as heretofore allocated.

If the net result of subtracting the aggregate amount
of all oversubscriptions from the aggregate amount of
all undersubscriptions is greater than zero, the
aggregate amount of all undersubscriptions must be
reduced to the aggregate amount of all
oversubscriptions. This amount shall be referred to
as the total permitted amount of undersubscriptions.
The total permitted amount of undersubscriptions shall
be allocated to the undersubscribers pro rata by the
amounts of their undersubscriptions; provided,
however, that no Equity Sponsor shall be allocated
more than its specified 1imit under (c) above. If the
sum of all shares heretofore allocated is less than
100%, any remaining share shall be allocated to all
Equity Sponsors that have received shares less than
their 1imits under (c) above, pro rata by the
difference between their limits under (c) above and
their shares as heretofore allocated.

4
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If Equity Shares are required to be changed pursuant
to subpart (i) or (ii) of Section 5(a), this
reallocation shall be accomplished in accordance with
this Attachment G on the basis of the subscriptions
initially made under (b) and the maximum limits
specified under (c) by each continuing Equity Sponsor,
and giving effect to the termination of any Equity
Sponsor pursuant to said subpart (i) or (ii).
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ASSUMPTIONS: COST OF SERVICE FOR METALLIC NEUTRAL RETURN

ADMINISTRATIVE AND
GENERAL EXPENSES:

COST OF MONEY:
(RETURN ON INVESTMENT)

DEFERRED TAXES &
ITC RESERVES:

DEPRECIATION RESERVE:

INVESTMENT:

INVESTMENT TAX CREDIT:
OPERATING AND
MAINTENANCE EXPENSE:

PROPERTY RENTAL EXPENSE:

PROPERTY TAXES:

TAX RATES:

WORKING CAPITAL
ALLOWANCE:

Includes estimates for payroll, property
insurance, legal expense, property
tax, FERC filing fees, and annual audit.

Capital structure at weighted average
of Joint Owners: 41.51% Debt and
58.49% Equity.

Cost of debt at 10%.

Cost of equity at 12.29%.

Rate base deductions for accumulated
deferred taxes. Basis adjustments for
ITC and AFUDC amortized over 10 year
life.

Based on ten year book life. In-
service date assumed at 11/1/90.
Costs of Service calculated on annual
basis for calendar year 1991.

Based on current estimated total
construction costs of $1,982,812
through 10/31/90; AFUDC of $583,303.

6.5% effective at in-service date.

Line patrols and right-of-way main-
tenance.

Based on rate set in DMNRC License
Agreement 1/1/88 (Schedule A). Pole
Attachment charge set at $15 per pole
for 314 poles.

At estimated 1990 level of $27,100
escalated at 5% for 1991.

Composite of Federal income tax at 34%
and Vermont State Rate of 8.25%.

Assumed to be zero since estimated
billings will be rendered for the
current month. (Same treatment as in
Phase II filing).
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PHASE II VERMONT DMNRC
OPERATING AND MANAGEMENT AGREEMENT

THIS AGREEMENT is made and entered into as of the 1lst day
of January, 1988, by and among VERMONT ELECTRIC POWER COMPANY,
INC. (the ”“Project Manager” as hereinafter defined) and the three
Vermont electric compaﬁies the names of which are set forth in
full on the signature pages to_this Agreement (collectively,
the ”“Owner” as hereinafter defined).

. WITNESSET H:

WHEREAS, Hydro-Quebec and the New England utilities partici-
pating in the second phase (”Phase I1I”) of a project known as
the ”Quebec-New England HVDC Interconnection” have decided to
procure and install on the facilities constructed in the inter-
connection’s first phase (”Phase I”) a dedicated conéuctor to
provide return when the interconnection is operated in a mono-
polar mode;

WHEREAS, by late 1989 Owner will have installed a dedicated
metallic-neutral-return conductor (the ”“Metallic Return” as
hereinafter defined) on the + 450 kilovolt, direct-current
transmission line owned by VETCO that constitutes the Vermont
portion of both phases of the Quebec-New England HVDC Inter-
connection pursuant to a Support Agreement with New England
Hydro-Transmission Corporation, which in turn has agreed with
participating New England utilities to construct and operate
the New Hampshire facilities required for Phase II, including
certain related facilities (such as the Metallic Return) located

outside of New Hampshire;



WHEREAS, Owner desires that Project Manager, and Project
Manager has agreed to, operate and manage the Metallic Return;

WHEREAS, by a separate Construction Agreement (as herein-
after defined) of even date herewith, Owner and Project Manager
have agreed that Project Manager will construct, install and
commission the Metallic Return; and

WHEREAS, when the Metallic Return is Commissioned (as
hereinafter defined) by Project Manager, Project Manager will
commence to opefate and manage the Metallic Return under this
Agreement;

NOW, THEREFORE, in consideration of the premises and
mutual covenants contained herein and other good and valuable
consideration, receipt of which is hereby acknowledged, the
parties hereby agree as follows:

i

ARTICLE I - DEFINITIONS

Unless otherwise expressly defined in the text of this
Agreement each of the following definitions shall apply whenever
the following terms are used herein. All agreements or contracts
defined shall: mean such agreements or contracts as the same may

be amended from time to time.
1.1 Budget: The budget approved by Owner in accordance
with Section 8.6 of this Agreement, including such amendments

to the budget as Owner may thereunder approve.

1.2 Commissioned: All integral components of the Metallic

Return are substantially completed and the Metallic Return is
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ready for testing and commercial operation as part of Phase II
of the Quebec-New England HVDC Interconnection.

1.3 Construction Agreement: The Phase II Vermont DMNRC
Cconstruction Agreement dated as of the date of this Agreement

among Owner and Project Manager for the construction of the

Metallic Return.

1.4 Interest Rate: One hundred twenty percent (120%) of
the current interest rate on prime commercial loans from time
to time in effect at The First National Bank of Boston.

1.5 Invoice: Any bill rendered to an individual Owner in
accordance with Article VI of this Agreement.

1.6 Joint-Ownership Aqreement: The Phase II Vermont

DMNRC Joint-Ownership Agreement dated as of the date”of this
Agreement by and among individual Owners providing fér the
joint ownership, construction and operation of the Metallic
Return and any amendments thereto (including amendments chanéing
the electric companies that constitute joint owners) executed
during the term of that agreement.

1.7 License: A certain Agreement dated as of the date of
this Agreement between Owner and VETCO as contemplated by the
Mortgage, granting Owner an irrevocable license to construct,
install, operate, use, repair, alter, maintain and remove the
Metallic Return from the Quebec-New England HVDC Intercon-

nection.

1.8 Metallic Return: A dedicated-metallic-neutral-return

conductor, also referenced sometimes as the ”“DMNRC,” to be

-3-

i



procured and installed on the transmission-line support struc-
tures located on the Site that constitutes, along with the
transmission lines supported, the Vermont portion of the Quebec-
New England HVDC Interconnection.

1.9 Mortgage: The Mortgage and Security Agreement dated
as of September 1, 1986 from VETCO to the Mortgagee, as it may
be amended or supplemented from time to time as permitted
thereby.

1.10 Mortgagée: The Prudential Insurance Company of
America, the mortgagee named in the Mortgage, together with-its
successors, if any, as mortgagee thereunder.

1.11 New Hampshire Hydro: New England Hydro-Transmission

-

Corporation.
{

1.12 Owner: The joint owners of the Metallic Return the
names of which are set forth in full on the signature pages to
this Agreement, acting jointly through their Representative
chosen pursuant to the Joint-Ownership Agreement, and not in
their individual capacities; provided that, only where the
phrase ”“each” or ”individual” Owner appears, the term shall be
interpreted as applying to one of the joint owners named in the

Joint-Ownership Agreement.

1.13 Owner Return: Any income received by Project Manager

for each Owner’s account in accordance with Section 6.2, but
less any Invoice amount due from but not paid by any individual
Owner that is not offset in accordance with Section 6.3 of this

Agreement.



1.14 Ownership Share: The ownership share of each Owner
determined in accordance with the Joint-Ownership Agreement.

1.15 Permitted Encumbrance: Any security interest that
an individual Owner may create in accordance with the Joint-
ownership Agreement.

1.16 Project Manager: Vermont Electric Power Company,

Inc.

1.17 Project Operation Costs: The costs and expenses for
which the Project Manager is entitled to be reimbursed in

accordance with Section 4.1 of this Agreement.

1.18 Prudent Utility Practice: Any of the practices,
methods, and acts (including but not limited to the practices,
methods, and acts engaged in or approved by a signif%éant
portion of the electric-utility industry prior therefo) that,
in the exercise of reasonable judgment and in light of the
facts known, after reasonable investigation at the time the
decision was made, would have been expected to accomplish the
desired results at the lowest reasonable cost consistent with
concerns for reliability, safety, and expedition. Prudent
Utility Practice shall apply not only to fundamental parts of the
Metallic Return but also to appropriate structures, painting,
signs, lighting, or facilities and public-relations programs
reasonably designed to promote public enjoyment, understanding,
and acceptance of the Metallic Return. Prudent Utility Practice

is not intended to be limited to the optimum practice, method,
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or act to the exclusion of all others, but rather is intended
to comprehend a spectrum of possible practices, methods, or acts.

1.19 Prudential Aqreement: A certain Agreement dated as
of the date of this Agreement, by and among Owner, VETCO and
the Mortgagee providing for the parties’ understandings that
the construction, installation, operation and maintenance of
the Metallic Return be in comp%iance with the requirements of
Section 1.11 of the Mortgage except as such requirements are
otherwise waived by the Prudential Agreement.

1.20 Representative: The individual chosen by Owner
pursuant to Section 8.1 of this Agreement.

1.21 Support Agqreement: The Phase II Vermont DMNRC
Support Agreement dated as of the date of this Agreemént by and
among each Owner and New Hampshire Hydré. :

1.22 VETCO: Vermont Electric Transmission Company, Inc.

ARTICLE II - APPOINTMENT OF PROJECT MANAGER

2.1 Term. Owner hereby appoints and employs Project
Manager to act as its agent with respect to the supervision,
direction and .control of the management and operation of the
Metallic Return on Owner’s behalf, upon the terms and conditions
hereinafter set forth, for a term beginning on the date that
the Metallic Return is Commissioned as determined by Project
Manager, and continuing in force thereafter for so long as the
Support Agreement shall remain in full force and effect, unless

sooner terminated by either party as provided in this Agreement.
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Project Manager shall deliver a written notice to Owner con-
firming the date that the Metallic Return is Commissioned
within thirty (30) days following its occurrence.

2.2 Relation of the Parties. The parties agree that,
subject only to any express limitation that may be contained in
this Agreement, Project Manager shall manage and operate the
Metallic Return and otherwise perform its services hereunder
subject to oversight ﬁy owner. Subject to the provisions of
this Agreement, Project Manager shall, in performing its obliga;
tions hereunder, be free from interruption or disturbance, and
owner shall, at its own cost and expense, undertake and prosecute
any appropriate action, judicial or otherwise, to assure such
freedom to Project Manager, except in the event of a €aking of
the Metallic Return by proper governmental authorityi In
taking any action pursuant to this Agreement, Project Manager
shall be acting only as the appointed agent of Owner, and
nothing in this Agreement shall be construed as creating a
tenancy, partnership, joint venture or any other relationship

among the parties hereto except that of principal and agent.

ARTICLE IIT - SERVICES OF PROJECT MANAGER

3.1 Management Services. Subject to and conditional upon

Owner’s fulfillment of all of its obligations under this
Agreement, Project Manager hereby undertakes to supervise,
direct and control the operation and management of the Metallic

Return and shall render or supervise and control the perfor-
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mance of all services and do or cause to be done all things
reasonably necessary for its operation. Project Manager shall
perform, execute and satisfy its obligations hereunder in
accordance with both Prudent Utility Practice and the provisions
of the Related Agreements, including, without limitation, any
decision by the Advisory Committee pursuant to Section 6 of the
Support Agreement. A

Without limiting the generality of the foregoing, Project
Manager’s services shall include the following:

(a) The selection, employment and termination of
employment, supervision, direction, training, and assignment
of the duties of a general manager for the Metallic Return
and of all employees of Project Manager engaged in thé
operation of the Metallic Return, including the;managerial
and working staff, the executive and accounting staff, and
all other such employees;

(b) The initiation, supervision and control of the
making of such ordinary repairs and alterations of and to
the Metallic Return as Project Manager may deem necessary
to the proper maintenance and operation thereof;

(c) The establishment of all quality-control proce-
dures and technical specifications with respect to the
Metallic Return;

(d) The establishment and maintenance of technical

operations of the Metallic Return;

J



(e) The installation of suitable books of control
and account for the Metallic Return;

(f) The negotiation and execution of all contracts
reasonably necessary or desirable in connection with the
operation, repair or maintenance of the Metallic Return,
provided that Owner shall approve any contract in excess
of $100,000;

(g) All matters involving public relations for the
Metallic Returni .

(h) 2Aall matters required to fulfill Owner’s obliga-
tions to operate the Metallic Return and to realize the
resulting rights and benefits to the Owner provided pursuant
to the Support Agreement, including, without limftation,
Owner’s obligation to operate and maintain the ﬁetallic
Return as provided in Sections 6 and 8 thereof and the
determination of support charges and rendering of invoices
as provided in Sections 12 and 13 thereof;

(i) Upon consent of Owner the taking of any action
at law or in equity, in the name of either Project Manager
or Owner; that Project Manager shall deem reasonably
necessary and proper in connection with the operation,
repair or maintenance of the Metallic Return, except that
any action to be taken in the name of an individual Owner
can only be taken with the prior written consent of that
Owner but each such Owner hereby agrees promptly to review

any request from Project Manager for such consent and

-9 -



further agrees that it will not unreasonably withhold such
. consent; and
(J) Generally, the performance, or supervision,
direction and control, of all acts reasonably necessary in
connection with the operation, repair and maintenance of
the Metallic Return in an efficient and proper manner,
including, but not limited to, the making of all payments
and disbursements, on behalf of Owner, relative to Project
Operation Costs.

3.2 Owner Account. Subject to the terms of this
Agreement, all income derived from the operation of the Metallic
Return and all operating and capital expenditures incurred in
operating, maintaining and repairing the Metallic Return shall

be for the account of Owner.

ARTICLE IV - COMPENSATION OF PROJECT MANAGER

4.1 Compensation for Management Services. In considera-

tion of the management services provided by Project Manager
pursuant to Article III hereof, Project Manager shall be reim-
bursed, in accordance with Article VI, for the following Project

Operation Costs:

(a) Payments to Subcontractors. Payments by Project

Manager to its subcontractors for the repair or maintenance

of the Metallic Return;

. (b) Materials, Supplies, Etc. Costs of all materials,

supplies, machinery, and equipment incorporated in the

®



Metallic Return in connection with the repair or main-
tenance;

(c) Engineer’s Disbursements. Disbursements paid to
any engineer retained by the Project Manager in connection
with engineering and/or architectural services relating to

the Metallic Return;

(d) Wages, Etc. Wages paid for labor in the direct

employ of Project Manager in the management and operation
of the Metallic Return, under applicable agreements, and
including such insurance, vacation, retirement or other
benefits related thereto;

(e) Other Costs of Emplovment. Cost of contributions,
assessments or taxes for such items as unemploymént compen-
sation and social security, insofar as such cost is based
on wages, salaries or other remuneration paid to employees
of Project Manager and reimbursed under Subsection 4.1(d)
of this Agreement;

(f) Housing and Transportation Expenses. Reasonable
transportation, traveling, and meals and lodging expenses
of Project Manager, or any of its officers or employees,
incurred in discharge of its duties related to the Metallic

Return;

(g) Cost of Materials, Tools, Etc. Cost, including

rental, transportation, installation, and maintenance
cost, of all materials, supplies, equipment, temporary

facilities and tools used by any of the employees described



in Subsection 4.1(d) in connection with the Metallic
Return;

(h) Sales and Other Taxes. Sales, use or similar
taxes related to the Metallic Return and imposed by any
governmental authority and for which Project Manager is
liable, and any taxes imposed pertaining to the Metallic
Return or any materials or equipment related to the Metallic
Return, unless paid by Owner directly;

(i) Other Expenses. Expenses of Project Manager,

such as telegrams, long-distance telephone calls, telephone
service at the site, overnight mail, and similar items

incurred in connection with the Metallic Return;

(J) Cost of Compliance, Etc. Cost incurred in
connection with compliance with all legal requifements
applicable to the administration, operation, repair or
maintenance of the Metallic Return, including cost of
preparation and research, cost of preparing and conforming
any part of the Metallic Return to legal requirements,
cost of administering any contracts required therefor, and

all fees-related thereto;

(k) Computer Services. Cost of computer and other
electronic services for engineering and accounting purposes

in connection with the Metallic Return:;

(1) Cost of Emergency. Cost necessarily incurred
due to an emergency affecting the safety of persons and

property;
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(m) Losses. Any uninsured loss, liability for or
damage to the Metallic Return not caused by Project
Manager’s negligence, gross negligence or wanton or willful
misconduct not authorized or approved by Owner, except as
otherwise provided in Articles VII and XVIII;

(n) Premiums. Premiums and other expenses to insure
the Metallic Return in accordance with Article XI of this

Agreement;

(o) Maintenance. Cost of plant maintenance in

accordance with Article IX of this Agreement for repair,
maintenance or other expenses in an amount that Project
Manager determines is necessary;

(p) Other Items. All expenses that constitute

Project Operation Costs as expressly specifiéd By other
provisions of this Agreement; and

(g) Any other cost or expense, properly charged to
the operation or management of the Metallic Return in
accordance with the Uniform System of Accounts for Class A
and Class B Public Utilities and Licensees by the U.S.
Federal Energy Regulatory Commission and/or necessary to
comply with the Support Agreement, that Project Manager
would not have incurred but for its performance under this
Agreement, it being the intent of the parties hereto that
Project Manager’s costs and expenses incurred in accordance

with Prudent Utility Practice shall be fully paid by Owner
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and that Project Manager shall suffer no loss for its

. performance hereunder, except as otherwise provided herein.

ARTICLE V — EXPENSES NOT REIMBURSED TO PROJECT MANAGER

5.1 Costs Not Deemed To Be Project Operation Costs.
Except as otherwise provided herein, the term Project Operation
Costs shall not include any of the following items:

(a) Certain Salaries, Etc. Salaries or other compen-—

sation of Project Manager'’s personnel at Project Manager’s
principal office except to the extent that they are engaged
in the Metallic Return;

(b) Fees. A management fee or any other payment
constituting profit, a return on investment or other éain,
it being the intent of the parties hereto that froject

‘ : Manager’s costs and expenses shall be fully paid by Owner
but that Project Manager shall realize no profit for its

performance hereunder; and

(c) Other Items. The cost of any item not specified

in Article IV of this Agreement.

ARTICLE VI - PROJECT MANAGER REIMBURSEMENT

6.1 Project Operation Costs. Commencing on the date that

the Metallic Return is Commissioned, and monthly thereafter,
Project Manager shall estimate the Project Operation Costs for
the next calendar month and issue an Invoice to each Owner for

its Ownership Share of such costs, as follows:

®



(a) Commissioning Date. On the date that the Metallic
Return is Commissioned, Project Manager shall issue to
each Owner, according to its Ownership Share of the Metallic
Return, its Invoice for estimated Project Operation Costs
from that date until the last day of the next full calendar

month.

(b) Subsequent Months. On the first day of each

month thereafter, Project Manager shall issue to each
owner, according to its Ownership Share of the Metallic
Return, an Invoice for estimated Project Operation Costs
for that month plus or minus (as the case may be) (i) the
difference between estimated and actual Project Operation
Costs for any calendar month ending before such date and
(ii) the difference between the current estimaté for the
previous month’s Project Operation Costs and the estimate

of such month’s costs included in the prior month’s Invoice.

Invoices shall be due when rendered and shall bear interest at
. the Interest Rate from the tenth day following the Invoice date

until payment is received by Project Manager.

6.2 Charges to New Hampshire Hydro. Project Manager

shall determine support charges, render invoices to and otherwise

charge New Hampshire Hydro for use of the Metallic Return in

accordance with the requirements of the Support Agreement, such

charges to include, without limitation, monthly invoices for

support charges rendered in accordance with Sections 12 and 13

thereof and termination payments in accordance with Sections
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15, 16 and 17 thereof. Immediately upon the occurrence of an
event of default as determined pursuant to Section 15 of the
Support Agreement, Project Manager shall give each Owner
written notice thereof.

6.3 Offset. Project Manager shall offset any payments
due from an individual Owner in accordance with Section 6.1 of
this Agreement by the amount of any payments received from New
Hampshire Hydro on invoices rendered by Project Manager for
Owner’s account pursuant to Section 13 of the Support Agreement.

6.4 Reallocation. If the event that any individual Owner

fails to make timely payment in accordance with Section 6.1 of
this Agreement, and such failure is not corrected within ten
(10) days of the date that payment is due, Project Maﬁéger.
shall give written notice to all individual Owners oé such
default in payment. In the event one or more individual Owners
have not cured such Owner default by the date of the next
Invoice, then Project Manager shall have the right thereafter
to charge the amount of the Project Operation Costs that such
defaulting Owner would be obligated to pay to those individual
Oowners that are not in default, in accordance with each such
non-defaulting Owner’s Ownership Share as a percentage of the
total Ownership Share of all non-defaulting individual Owners
(the initial charge to include any amounts not paid by the
defaulting Owner with interest at the Interest Rate from the

date that payment was due).



ARTICLE VII — PAYMENTS TO OWNER
7.1 Return to Each Owner. Commencing thirty (30) days
after the date on which the Metallic Return is Commissioned,
and on the tenth (10th) day of each month thereafter, Project
Manager shall pay to each Owner, its Ownership Share of Owner
Return, subject to reallocation or adjustment, if any, pursuant

to Sections 6.4 and 8.2 of this Agreement.

ARTICLE VIITI — SPECTAL AGREEMENTS OF THE PARTIES

8.1 Owner Representative. Before the date on which the

Metallic Return is Commissioned, Owner shall designate an
individual, with the advice of Project Manager, who shall
perform all acts and sign all documents on behalf of 6wner-in
connection with the operation and management of the ﬁetallic
Return. Owner may, with the advice of Project Manager, designate
a successor to such individual upon thirty (30) days written
notice to Project Manager.

8.2 Taxes. Each Owner shall pay, prior to delinquency,
all taxes and assessments of any nature whatsoever (to the
extent not paid by Project Manager) relating to such Owner’s
interest in the Metallic Return and/or the income or assets of
such Owner, that may become a lien on this Agreement, the
Metallic Return or any portion thereof or the return on capital
therefor, unless payment of same is being contested by such
Owner in good faith and enforcement thereof is stayed. Such

Oowner will, not later than ten (10) days following written



demand by Project Manager, furnish to Project Manager a photo-
static copy of official tax receipt(s) showing payment of all
taxes and assessments. In the event that such Owner fails to
pay any such tax or assessment, Project Manager may (but shall
not be obligated to) make any and all such payments and, in

such event, the amount so paid, together with interest at the
Interest Rate, shall constitutg\a debt of such Owner to Project
Manager and be deducted from any amounts due the other individual
Owners pursuant to Section 7.1 of this Agreement.

8.3 Monthly Operating Statement. On or before the

thirtieth (30th) day of the second full month following the
date on which the Metallic Return is Commissioned, and each
month thereafter during the term of this Agreement, Pfojecﬁ
Manager will cause an operating statement of the Metéllic
Return for the preceding month to be furnished to each Owner.

8.4 OQuarterly Operating Statement. On or before the

sixtieth (60th) day after the end of the first full calendar
quarter following the date on which the Metallic Return is
Commissioned, and each calendar quarter thereafter during the
term of this Agreement, Project Manager will cause an operating
statement of the Metallic Return for the preceding calendar
quarter to be furnished to each Owner.

8.5 Annual Audit. Promptly after the close of each

calendar year, an audit shall be made of the books and accounts
of the Metallic Return by qualified and experienced independent

public accountants selected by Owner. A copy of the audits



shall be furnished to each Owner. The cost of the audit shall
constitute Project Operation Costs.

8.6 »0perating Plan; Annual Budget; Forecast. On the date
that the Metallic Return is Commissioned, and on or before the
ninetieth (90th) day prior to the close of each calendar year
after the date on which the Metallic Return is Commissioned,
Project Manager will deliver to each Owner an Operating Plan
for the next succeeding calendar year, including a Budget
scheduling broposed revenues and expenses of the Owner on a
monthly basis for sﬁch succeeding year. All such documents
shall be in such reasonable form and detail as shall be speci-
fied, and shall be approved in writing, by Owner. Project
Manager agrees and covenants that Project Operation Costs ghall

not exceed the Budget so approved unless Owner agrees in writing

to amend the Budget to provide for increased expenditures.

ARTICLE IX - MAINTENANCE OF METALLIC RETURN

9.1 Project Maintenance. Project Manager shall have the

right to effect, or cause to be effected, all maintenance of,
and repairs to, -the Metallic Return (or any part thereof) as
may be necessary subject to and in accordance with the Related
Agreements, for which provision is made in the Budget, to keep
the Metallic Return in good operating condition. The cost and
expense of all Metallic Return maintenance shall constitute

Project Operation Costs.
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ARTICLE X - ALTERATIONS, ADDITIONS AND
IMPROVEMENTS TO THE METALLIC RETURN

10.1 Alterations, Additions and Improvements. Project
Manager shall have the right to cause such alterations, addi-
tions, or improvements to be made in or to the Metallic Return,
or any part thereof subject to and in accordance with the
Related Agreements and for which provision is made in the
Budget as provided in the Joint-Ownership Agreement; provided,
however,. that no 'alterations, additions or improvements involving
fundamental change in the structure of the Metallic Return
shall be made without the prior written consent of Owner, as
provided in the Joint-Ownership Agreement. The cost of any
alterations, additions or improvements made in or to the Metallic
Return, for any reason whatsoever, shall be at the s?le cost
and expense of Owner and shall be made with as little inter-

ference with Metallic Return operations as is possible.

10.2 Construction Records. Project Manager shall maintain
a detailed accounting of all capitalized alterations, additions
and improvements made in or to the Metallic Return, in accordance
with the Unifqrm System of Accounts prescribed for Class A and
B Public Utilities and Licensees by the U.S. Federal Energy
Regulatory Commission and/or necessary to comply with the
Support Agreement. In addition, the books and records, including
subcontractor billings, vendor invoices, rental bills, payroll
and related employee-benefit records, will be available during
normal business hours for inspection and audit by Owner or its

accountants.
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10.3 Payments by Owner. Commencing on the date that the
Construction Agreement is no longer in effect, all capital
expenditures under Section 10.1 of this Agreement shall be
shown separately but included by Project Manager on Invoices
issued to Owner under Article VI of this Agreement. Such
expenditures shall correspond to the same time period as the
Project Operation Costs shown on the Invoice and be paid by the

Oowner subject to the terms of Article VI of this Agreement.

ARTICLE XI - INSURANCE

11.1 Project Manager’s Insurance. To the extent available

at a reasonable cost, and in accordance with Prudent Utility
Practice, Project Manager shall obtain and maintain sdch policies
of liability and property damage (with each Owner as;a named
insured) as shall afford adequate protection to Owner, the cost
of which shall constitute Project Operation Costs.

11.2 Certificate of Project Managér’s Insurance. On or
before the date on which the Metallic Return is Commissioned,
Project Manager shall obtain and deliver to Owner a certificate
or certificates. of insurance signed by the insurer or insurers,
or certified copies of all insurance policies.

11.3 Claims. Project Manager shall prosecute fully any
claim covered by insurance and shall, subject to Owner’s ap-

proval, settle any claim covered by any such insurance.
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ARTICILE XIT - ILIABILITY OF PROJECT MANAGER
. AND INDEMNITY BY OWNER
For and in consideration of Project Manager’s performance
of the services hereunder without profit, gain or return of any
nature but solely for recovery of Project Manager’s actual
costs in providing the services:
(a) Owner shall not be entitled to recover from
Project Manager any damages of any kind, including conse-
quential damages, resulting from any error, omission or
delay in connection with or oécurring during the course of
Project Manager’s performance of its obligations under
this Agreement, unless such damages shall have resulted
from a wilful violation of this agreement not apﬁrovéd by
owner, or from gross negligence or wanton or wiiful miscon-
. duct not authorized or approved by Owner. Project Manager
hereby disclaims any and all warranties of any description,
including any warranty of fitness for a particular purpose
or of merchantability, of the Metallic Return, any
associated facility, any structure, equipment, property,
or any other item not used or useful in connection with
the operation, maintenance, repair, construction, recon-
struction or demolition of the Metallic Return.
(b) Owner shall indemnify, defend and hold harmless
Project Manager and its officers, employees and agents,

. from and against all losses, claims, liens, demands and

causes of action of every kind or character, including the

@



amount of judgments, settlements, awards, penalties,
interests, court césts and legal fees incurred by Project
Manager in defense of same, arising in favor of or brought
by or on behalf of any third party, including any govern-
mental authority, on account of personal injuries, bodily
injuries, or death (including employees of each Owner,
Project Manager, or any subcontractor) or damage to or
loss of property caused by any act or omission of Project
Manager, its subcontractors or their respecfive agents or
employees, or any one for whose acts or omissions any of
them may be liable, done or omitted to be done in connection
with Project Manager’s performance of its obligatiqns
under this Agreement, provided that such loss, cIaim,b
lien, demand or cause of action is not directly:caused by
negligence, gross negligence or wanton or wilful misconduct
of General Manager not authorized or approved by Owner.
Oowner shall also investigate, handle, respond to, provide
protection and/or defense for and defend against any such
loss, claim, lien, demand or cause of action, at its sole
expense, -and agrees to bear all other costs and expenses
related thereto, even if the alleged claim, demand or

cause of action is groundless, false or fraudulent.



ARTICLE XTIII - DESTRUCTION OR SUSPENSION
OF OPERATIONS OF METALLIC RETURN

13.1 Rebuilding. In the event that the Metallic Return

or any portion thereof is damaged or destroyed at any time or
times_during the term of this Agreement, Owner shall, within a
reasonable time thereafter, elect whether it will repair,
rebuild or replace such damage and provide written notice of
its decision to Project Manager. Following any election to
repair, rebuild or replace, Project Manager will proceed at
Owners’ cost and expenée, and with due diligence, to repair,
rebuild or replace the damage so that thereafter the Metallic

Return will be substantially the same as prior thereto.

13.2 Failure to Rebuild Following Material Damage. 1In
the event that the Metallic Return is destroyed or damaged to
an extent that materially interferes with its operation and
Oowner elects not to repair, rebuild or replace the same within
a reasonable time, either party shall have the right to terminate
this Agreement by notice in writing to the other, in accordance

with Section 15.1 of this Agreement.

13.3 Temporary Suspension. In the event that any damage
to or destrucfién of the Metallic Return necessitates a temporary
suspension of the operation thereof, any and all expenses
incurred by Project Manager with respect to the Metallic Return
during such temporary suspension shall constitute Project

Operation Costs.
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ARTICLE XV — FORCE MAJEURE; CONDEMNATION; EMINENT DOMATIN

14.1 Force Maijeure. In the event that any circumstance
beyond the reasonable control of Project Manager has a substan-
tial adverse effect upon the operation of the Metallic Return,
as permitted by this Agreement and the Support Agreement,
either party shall have the right, by notice in writing to the
other, to terminate this Agreement pursuant to the provisions of
Section 15.1. An adverse effect upon the operation of the
Metallic Return shali be deemed to be ”“substantial” if it
materially interferes with the efficient operation of.the
Metallic Return. Either party shall be excused from, and shall
not be liable for, any delay or failure in the performance of
its obligations under this Agreement due to any circuﬁstanées
beyond the reasonable control of such party. '

14.2 Condemnation; Eminent Domain. In the event that the
Metallic Return, or any essential portion thereof, is taken by
the exercise of any power of eminent domain, compulsory purchase,
superior right, condemnation or otherwise, either party shall
have the right, by notice in writing to the other, to terminate
this Agreement in accordance with Section 15.1 of this Agree-
ment. An ”essential portion” of the Metallic Return shall be
deemed to have been taken when the remaining portions of the
Metallic Return cannot be efficiently operated for Metallic

Return purposes during the term for which such essential portion

shall have been taken.
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ARTICIE XV - ASSIGNMENTS, TRANSFERS, LEASES

15.1 Assignment of Agreement with Consent. Project
Manager shall not have the right to assign or otherwise transfer
its obligations pursuant to this Agreement without the prior
written consent of Owner. Owner (or any individual Owner) may
assign its rights or obligations under this Agreement following
thirty (30) days written notice to Project Manager and subject
to receipt by Project Manager of the assignee’s express written
assumption of the assigning Owner’s obligé£ions pursuant to

this Agreement within the thirty (30) day period.

ARTICLE XVI - TERMINATION

16.1 Damages; Destruction; Force Majeure; Condemnation.

At any time, in the event of damage or destruction of the
Metallic Return followed by a decision of Owner not to rebuild,
as described in Sections 12.1 and 12.2 of this Agreement, any
circumstance described in Section 13.1 hereof continues unabated
for a period of one hundred twenty (120) days, or an essential
portion of the Metallic Return is taken or to be taken by
condemnation as described in Section 13.2 hereof, either party
may terminate this Agreement by giving written notice to the
other party of its intent to terminate upon a date specified in
such notice, which date shall be not less than sixty (60) nor
more than ninety (90) days from the date of such notice. This

Agreement, and the rights and obligations of the parties here-
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under, shall automatically cease and terminate upon the date
specified in such notice.
16.2 Default by Project Manager. In the event that:

(a) a case (or similar request for relief) in bank-
ruptcy is commenced, whether voluntary or involuntary, by
or against Project Manager;

(b) an action is commenced by any person for reorgan-
ization, for an arrangement under any bankruptcy or insol-
vency law, or for the appointment of a receiver or trustee
for Project Manager or the property thereof that is not
dismissed within sixty (60) days;

(c) a receiver or trustee of any property of Project
Manager is appointed and is not discharged within sixfy
(60) days:; ‘

(d) Project Manager makes an assignment for the
benefit of creditors or admits in writing its inability to
pay its debts;

(e) Project Manager is adjudged insolvent by any
foreign or domestic court of competent Jjurisdiction;

(f): an execution is levied against any substantial
portion of the property of Project Manager that is not
discharged within sixty (60) days; or

(g) Project Manager without justification commits a
substantial breach of this Agreement, which is not corrected
within fourteen (14) days after written notice thereof to

Project Manager;
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then in any one or more of such events, Owner shall be entitled
without prejudice to any right or remedy and after giving
Project Manager an additional fourteen (14) days’ prior written
notice, to terminate the employment of Project Manager.

16.3 Default by Owner. In the event that all Owners are
in default due to their failure to make payments pursuant to
Article VI of this Agreement, then in that event Project Manager
shall have the right to terminate this Agreement. Ownexr shall
remain liable for éll Project Operation Costs incurred by
Project Manager to the date of termination.

16.4 Termination without Cause. Other provisions of this
Article XV notwithstanding, either Owner or Project Manager may
terminate this Agreement without cause upon One Hundrgﬂ Twénty
(120) days written notice to the other party and, in:£he case
of Owner, payment of all amounts due for Project Manager’s
performance under this Agreement, including reasonable costs
incurred by Project Manager to terminate this Agreement promptly

upon receipt of such notice.

16.5 Payment of Accounts. Upon the termination of this
Agreement, for any cause whatsoever, all accounts due and owing
by the parties shall become immediately due and payable. All
Project Operation Costs shall be paid to Project Manager by
each Owner in proportion to its Ownership Share (determined
pursuant to the Joint-Ownership Agreement) of the Metallic
Return within ten (10) days of issuance of an Invoice to such

Owner by Project Manager.



ARTICLE XVITI —~ CLATMS

The parties acknowledge that informal resolution of disputes
is in their mutual interest. Accordingly, the parties agree
that for any claim arising under this Agreement the parties
shall in good faith attempt to resolve the claim informally.

If the claim is not resolved informally, the claiming party
shall give written notice of its claim to the other party and
Project Manager’s Chief Operating Officer and Representative
shall attempt in good faith to resolve the claim. The parties
agree and covenant that they shall not file a lawsuit or insti-
tute other legal action pursuant to this Agreement unless the
parties fail to resolve the claim in accordance with the fére—
going procedure and at least thirty (30) days have péssed from

the date on which such written notice is delivered.

ARTICLE XVIITI - ASSISTANCE_TO OWNERS

Each Owner shall have the right to Project Manager’s
assistance at such Owner’s expense as provided in this Article

XVIIT.

18.1 Assistance Generally. Project Manager shall provide
or cause to be provided such assistance as set forth in this
Article XVIII as each Owner may reasonably request in connection
with the issuance and sale, whether public or private, by such

owner of any equity or any bonds, notes or other evidences of
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indebtedness for the construction of the Metallic Return éhere—
inafter referenced in.thié Article XVIII as ”Securities”).

18.2 Information. Project Manager agrees that in connec-
tion with the issuance and sale by any individual Owner of
Securities, it will make available to such Owner information
relating to the Metallic Return including, but not limited to,

a current architectural and cogstruction engineering or related
reports or reports with respect to the Metallic Return, prepared
by, or on behalf of, Project Manager, setting forth the design
of the Metallic Return, a description of the Metallic Return,

the status of engineering, design and construction of the
Metallic Return, the status of any required licenses and permits,
an estimate of construction costs, the construction séheduie, and
projected operating costs. When appropriate, the reﬁorts shall
also include a description of Project Manager’s utility business
and financial outline of its experience in the operation of
transmission facilities. Such reports may be used as an exhibit
to, or otherwise in support of, any official statement or
similar document prepared by any Owner in connection with the
issuance and sale by it of Securities. Such reports shall be

in such detail as is customary in financings by electric
utilities.

18.3 oOther Assistance. Project Manager, in connection
with the issuance and sale by any individual Owner of Securities,
shall make available at least one of its senior personnel who

is knowledgeable about the construction and operation of the



Metallic Return or the nature and operation of the Project
Manager’s utility system to assist (a) in the preparation of
any official statement or report; provided, however, such
assistance and preparation shall be limited to matters relating
to the information in the report or reports furnished pursuant
to the preceding section of this Agreement and to such informa-
tion concerning the business of Project Manager as may be
necessary or relevant to any official statement or report; (b)
at any ”due diligence” meetings with underwriters or their
representatives; and (c) at information meetings with potential
investors or lenders. Such assistance shall be provided at
such times and from time to time, and at such places, as shall

be reasonably agreed by Project Manager and each Owner requesting
f
such assistance. '

18.4 Certificates, Etc. Project Manager and any entity
acting on its behalf in the preparation of any report shall
certify and represent to each individual Owner requesting
assistance as true, subject to any qualification contained in
such certification, any information contained in the respective
reports supplied by or on behalf of such Project Manager (in-
cluding any such entity) to such Owner under this Article XVIII,
and Contractor and any such entity, as applicable, shall state
that the statements in such reports that purport to be statements
of fact are true and correct in all material respects and such
report does not omit to state any material fact necessary to

make such report not misleading in the light of the circumstances



under which it is furnished. Such certification and representa-
tion shall, upon request of the underwriters or any other
financing entity involved in such issuance and sale, be embodied
in a letter or letters of representation addressed to the
underwriters or to such other financing entity.

18.5 Opinion of Counsel. Project Manager shall also,

upon request of any individual Owner, furnish an opinion of its
counsel addressed to the underwriters or to any other financing
entity involved in the issuance and sale of Securities by such
Owner, in each case to the effect that the execution and delivery
by Project Manager of the letter or letters of representation

in this Article to be executed by it have been duly and
effectively authorized by all requisite corporate acFion.

18.6 Liability. Any liability, based upon Proﬁect
Manager’s negligence or wanton or wilful misconduct, that
Project Manager may have to any individual Owner, to the under-
writers of any Securities or to any other financing entity
involved in the issuance and sale by any Owner of any Securities,
by reason of any misstatement of material fact or omission of
material facts by Project Manager in the information furnished
pursuant to this Article XVII, shall be borne by Project Manager,
subject to any rights of contribution or indemnification to
which it may be entitled by law, or by the provisions of this
Agreement, and shall not be a cost reimbursable by Owner under
this Agreement. For purposes of the preceding sentence, Project

Manager’s liability shall include the costs of .its defense of



any lawsuit involving the subject matter of such sentenée,
unless Project Manager prevails in such defense, but to the
extent permitted by law Project Manager shall be held harmless
against any and all claims against Project Manager, including
reasonable attorneys’ fees, resulting from any misleading,
improper or erroneous ﬁse of such information by any individual
owner, the underwriters or any other financing entity. Each
Oowner requesting assistance shall also bear all other costs of
Project Manager’s performance under this Article XVII, eicepting,
however, any liability, based on Prbject Manager’s negligence
or wanton or wilful misconduct and resulting from any misstate-
ment by Project Manager of a material fact or the omission.by
Project Manager of a material fact necessary in order “to make

i

such information provided under this Article XVII, in the light

of the circumstances under which it was furnished, not mislead-

ing.
ARTICLE XIX - MISCELILANEOUS PROVISIONS
19.1 Enumeration of Rights, Etc. The enumeration of

specific rights and remedies of Owner and Project Manager shall
not be deemed to limit any other rights or remedies that Owner
or Project Manager would have in the absence of such enumeration;
and no exercise by Owner or Project Manager of any right or
remedy shall operate as a waiver of any other of its rights or

remedies not inconsistent therewith.
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19.2 Entire Agreement. This Agreement contains the

entire agreement, and supersedes all previous agreements,
negotiations, and understandings, between the parties with
respect to the Metallic Return. This Agreement may not be
modified hereafter except by instrument in writing signed by
each Owner and Project Manager.

19.3 No Third Party Beneficiaries of Contract. Nothing

contained in this Agreement is intended for the benefit of any
third party.

19.4 Governing lLaw. The law of the State of Vermont

shall govern the construction and performance of this Agreement.
19.5 Notices. Any notice or other communications shall
be deemed to have beéﬁ sufficiently given (a) if mai%gﬁ, one
week after being deposited in the mails postage prepéid, or (b)
if sent by telegram, 24 hours after being delivered to the
telegraph company for transmission, or (c) if telexed, 24 hours
after being placed -on the telex addressed to the telex number
of a party set forth herein; addressed as follows:
To Owner:
[To be filled in upon designation of Representative]
To Project Manager:
Vermont Electric Power Company, Inc.
P.O. Box 548
Rutland, VT 05701

Each party may change an address by notice to the other

party given in the same manner as provided in this Section 18.5.
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19.6 Right of Inspection. buiy authorized representatives
of each Owner shall have the right to enter the Metallic Return
or Project Manager’s offices at all reasonable times during the
term of this Agreement for the purpose of inspecting the Metallic
Return or of examining or making extracts from its books and
records or foxr any othér lawful purpose that such Owner may in
its reasonable discretion deem necessary or advisable; provided,
however, that the same shall be done with as little disturbance
to the business of the Metallic Return or Project'Maﬁager as
possible and that all expénses incurred in connection therewith
shall be for the sole account of such Owner.

19.7 Waivers. The failure of either party to insist upon
a strict performance of any of the terms or provisions' of this
Agreement or to exercise any option, right or remedy herein
contained, shall not be construed as a waiver or as a relinquish-
ment for the future of such term, provision, option, right or

|
remedy,.but the same shall continue and remain in full force
aﬁd effect throughout the term of this Agreement. No waiver by
either party of any term or provision hereof shall be deemed to
have been madé unless expressed in writing and signed by such
party.

19.8 Successors and Assigns. All of the terms and pro-

s.

visions of this Agreement shall be binding upon and shall inure

to the benefit of the parties hereto and their respective
successors and assigns becoming such in accordance with the

terms of this Agreement.
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19.9 Hgagings. The headings of the Articles and Sections
herein are for convenience only and shall not affect the
construction hereof.

IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed in their respective corporate

names, all as of the day and year first above written.

Project Manager:

'VERMON LECTRIC POWER COMPANY, INC.
By:

N :L/L)\

Richard W. Mallary
Title: President
Address: P.0O. Box 548
Rutland, VT 05701

Individual Owners:

CITIZENS UTILITIES COMPANY

By; Wﬁw
/ Richard Hieber
Title: Vice President - Electric

Address: High Ridge Park
Stamford, CT 06905

FRANKLIN ELECTRIC LIGHT COMPANY, INC.

By WA L5

Hudh H. Gates
Title: Manager
Address: P.O. Box 96
Franklin, VI 05457-0096
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' GREEN MOUNTAIN POWER CORPORATION

By: w
J. V. Cleary, §A
Title: President

Address: P.O. Box 850
South Burlington, VT 05402

B4.38.0219
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