FRANCHISE AGREEMENT
. Franchise, The City of Hareington ("City™) hereby grants Chesapeake Uilities
Corporation. a Delaware Corporation, its suceessors or assigns (“Chesapenke” or "Company™) the
vight, privilepe and franchisc to carry on, within the municipal limits of the City, inclusive of areas
anmexe] hereatter, the business of acquiring, distributing and selling natural, or mixed gas ("gas")
for lighe. hear, power and other purposes, The right, privilege and Tranchise hereby granted shall be
deemed Lo include the rght to construct, operate and maintain in, along and opon the streets. allews,
bridges, public highways and other public places within the Citv, 2as mains, valves. manholes,
meters, service connections, and oiher appurtenances for the purpose ol distsibuting gas for light,
heat, power and ather purpases Lo the said City and the inhabitants thereol,  The Company's rights
hereunder shall non be assigned without the consent ol the City, which consent shall not be
unreasonahly withheld,

The term of this franchise shall be Tor the initial term of fitteen (15 vears (o the elfechve
date hereot, unless terminated sooner in acvordance with the other terms and conditions set forth
herein. The Company will provide written notification with proof of receipt to the City no later than
eighteen {18 months prior to, and no sooner than twenty-four (24 months before, the expiration
renew tor an additional term of fifteen (13) vears unless either parly hereto provides the other party
with writtun notice of termination at least six (&) manths prior to the expiration of the initial teom,

Ihe City may request reasonahble extensions of the svatem Lo serve residents andfor non-
resicents of the City. In evaluating a request for an exlension, Chesapeake shall comply with the
terms and conditions of Chesapeake's line exlension policy, as sct torth in Chesapeake's tariff on
tile with the Delaware Public Service Commisaion. After Chesapeake, gt its sole cxpense, has

conducted a cost analysis af any such request by the City to extend the svatem, the linanuial
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responsibility of Chesapeake, the City, the properly vwner, and any other party shall be reasonably
determine, subjeut to the terms and conditions of Cheszpeake's line extension policy.
As Company main exlensions pass adjacent o City propertics with improved structures

{pump stations, buildings, ete.), Company shall provide o service connection line stub out for future

connection o the gas utility by Cigy il the coonomics permit such L'{:-nn_u_cl s,

Z, [ndemnification. Chesapeak, for itsclf, its successors and assigns, covenants and agrees 1o
indemnify and held harmless the City, its directors, officers, -agents. emplovees or designees, of
and from any and all damage, njery, clam, penalty, judgments, costs, charges, expenscs including
veasenable attormey’s fees) andfor any other labilite of any nalure arising dircetly or indirectly from
the exercise of Chesapeake's rights, privileges and franchise under this Agrcement, including, bul
net limited to, any Hability by reasen of the distribulion of gas under this Agreement, and in
connection therewith, the operation or use of streets, alleys, bridges, public highways or ather
public places by Chesapeake. Nobwithstanding the forcgoing, Chesapeake shall not be obligated to
indemnnify the City, 1ts directors, affivers, agents. employees or designees for any claim ar liahilily
arising directly or indirectly out of the negligence of the City, its dircetars, officers, agenls,
emplovees, or designees, It is expressly understood and agreed that Chesapeake is and shall be
deermed i he an independent contractor [or purposcs of this Agreement and shall therefore be
selely responsible o all parties for its respective acts andfor omissions, This indemnification shall
survive the lermination of this Agreement, The City shall be added as an additional insured under
Chesapeake’s general public liability policy, Chesapeake shall, atils sole cost and expense. provide
and keep in force o general lability insurance policy protecting and indemnifying Chesapeake and
the Uity Chesapeake shall send a copy ol the certifieate of insurance for their general labiline
pelicy to the Uity of Harrington within 30 days of the policy's renewal and each time the policy is

renewedl, shuwing the Ciee as an additional insured on the policy,
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3 Permits. 1o arder for the Company o cul inlo, open or excavate inoor under the bed of any
ity pwned street, road, highway, lane, alley, avenue, sidewalk, curb or ether public way within the
corporate limits of the City for the purpose of altesing. installing or making additions w any of the
gas mains, valves, manholes. meters, service conneetions, or other appurtenances for any other
purpose, the Company must first obtain [rom the City Manager or hisher designes a permit to cut
into, open or excavate such street, road, highway, lane, alley, avenue, curb, sidewalk ar other wiy,
except as hereinafier provided. Upon camplinnee with the above terms, the City Manager or hisher
cesivnee shall then issue a permic for such cutting o, opening or excavating, subjeet o the above
terms and conditions of this Asgreement, and upan being satisfied that such opening or excavalion
15 i a proper location and for a lawful purpose.

a. Application Required. 1t the Company needs to cut into, open oF excavate in or
under the bed of any city owned street. road, highway, lane, alley, avenue, curh, sidewalk or other
public way for any purpese as aloresaid shall first make written application to the City Manager or
hisher designee tor a permil e conduct such work, stating in such application the name of the
street. the narme and present or past known address of the person, firm or corparalion on whose
behall the cutting into, opening or excavating is to be done, the location on such street where such
UpeTing or cxcavation is t he made, the purpose of the opening or excavation, the length, the
width and depth ol the opening or excavation and the date when such work will be completed,

b, Fee,  Each such application fur main extensions shall be sccompanied by all

regsorable the unlity Fees required and soproved by the Chapler 180 of the City of Harrington Cide
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i ssuanve,  Upon compliance with the shove terms, the City Manager o his ber
desizee shall then isswe a permil for such cutting into, opening or excavating, subject w the thove
terins and conditions of this Asgrecnment.

4, Restorations,  The Cempany shall complete the work puesuant t the terms of such permit
as prompily as possible and shall take all precaution to pratect all persons and property from
damage and shall propecly protect the public from injury by reasen of any such cutling inty,
opening or exvivation,  Any hole. opening, escavation, obstruction ar dangerous area created

inciddent to such work shall be-rosebefFproperly barricaded or otherwise puarded per the City ol

Harringron or Del DOT siandard s=eeastion ligl ept therear fr-apersad-pioms

hour before sunsedlesse-rasratter suncise. ALl work performed and materials used in the making
and filling of such cutting inta, opening or exvavation shall comply with the standard specifications
ol the City of Harringten, or the Delaware Department of Transportation in offect on the date of
applicable permit. Upon completion of the work, the Company shall fully fill any such spening ar
excavation so made pursyant to the standard specilications of the City and any addiliona)
requirerments in this Asgreement and shall immediately repair and restore the strewt or way
disturbed thereby pursuant to such standard specifications and shall so maintain the same for six
months after final inspection and written aceeptance by the City Manager or histher designee on
behalf ol the Cily, pursuant to the standard specifications of the City, 25 aliresaid, In the event the
Campany ails to comply with these provisions or with the standard specifications of the Ciry, as
aforesaid, for 48 hours alier written notice to do so shall have been given by the City Manager, said
City Manager may proceed to repair, restore and maintain such sireel, road, highway, lane, alley.
avenue, sidewalk, curb or oiher public way at the cost and expense of the Company. When a City
street must be closed to vehicular tralfic lor a specific period of dme. it must be noted on the
application with an estimaled closing and opening date, now o exceed fittcen (151 working days,
Upam good vause shown, the fifieen 15 -day peried may be extended by the City Manager o
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lsher desines for an additional peried not to exceed (Geen 1155 working davs, 1f the street is

y-bive BDallars {323) per

elosed for a period longer than fiftcen (130 working days, a fine ol T

day lor ench suceessive workday may be levied by the City Manager or his hor cesione,
o Emecrgencies. (a3 In the event of an emergency, i.c. gas leak, severed gas line, etc., and
where lite and‘nr property may be in jeapardy, time will be of the essence, and any above
aperational procedures or language that may whibic a sale and timely repair are waived,

(b Chesapeake will provide copies ol its Emergeney Plan w the City Manager, Fire

Chief. and Chief of Police, as well as any other City officials who may request it. Chesapenke will

rervhew-ib-Frerserey-Plan annualymebseenceed 13 mandsgre-revisions willbedissribured to
Hre-itehmerHire Chielmnd Cliefof Palicemseerttherevised alencanhepessonably
prerteetre-di st ek

Lo} Chesapeake will provide public information to its customers, the appropriate
governmental organizations, and persons engaged 0 excavation-related sctivities o recopnize o gas
emergency. The Company will provide information 1o the public in reparting gas adors, leaks, and
other emergencies to the proper Division's emergency number.  Periodic training scasions will he
conducteckotTered with ull Fire Companies in a-Bavision'sChesapenke s Hilties” semvice Lerritury,
These training sessions will conrdinate response, resources. and responsibilities between all partics
involved.
. Rates. The determination of the Company's rates shall be subject solely to the rules and
regulations of such state or lederal authority that shall have jurisdiction aver this type of industry or
cnterprise,
7 Framehise Fee. As long as the Company remains the only natural gas provider in the City,
the Company shall pay the City of Harringten o franchise fee in the amount of $0.0181 per 100

cubiv feet deet) of gas delivered t customers through the Company's distribulion svstem within the



limits of the City during the term heren!, The Company is authorized, subject to any necessary
approvals from any Slate or Federal regulatory body having jurisdiction over the Campany, to
calleet said franchise foe from the Company's customers within the City, including any future
annexations of the City, by way ol o surcharge on the customer's bill, The franchise lee otherwise
payable hereunder shall not apply to any gas delivered to any custamer of the Company from
whom the company is prehibited by law from collecting said surcharge, The payment of the

tfranchise foe,_onee it = approved by the Delvwpre Public Serviee Commission and i supporting

documentation will be ps Fellows:

1. Within fitteen [15) days after the end of each calendar quarter (i, by January 13,
April 15, July |5 and October 13) Chesapeake will caleulate the wtal consumption of natural gas
for the previous three months for all Chesapeake natural zas customers who wse natural gas within
the corporate limits of Harrington, and who pay o monthly franchise fee according to the terms off
this Aspreement.

P The amount payable to the City of Harriegton will be equal to the wial cofs
coensumed by Chesapeake Delaware Division natural gas customers, cxcept those wha may he
exempt trom paying a lranchise fee, multiplicd by the franchise fee per cof

3. Chesapenke will mail the quarterly franchise fee payment o the City of Harrington no
lter than thirty {300 days afier the end of each calesdar guarter (1.e., by Tanuary 30, April 300 July
30 and Ocrober 300,

4, Chesapeake will enclese the following supporting documentalion with cach payment:

. MNumber of Costomers

. Todal Consumption {vet)

" Average eConswmption per Cuslomer
. Franchise Fee
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g Beceivership, Subject w the provisions of the federal bankruptey laws, the iy shall have
the right 1o cancel this Agreement one hundsed twenty (1200 davs after the appointment of a
Teeeiver o trustee o take over and conduct the business of the Company—ss=less, unless such
receivership or trusteeship shall have been vacated prior 1o the expiration of said one hundred
twenty (1200 davs or enloss;

EY] within one hundred twenty {1207 days after the election or appointment, such
recciver or trustee shall have fully complicd with all the provisions of this Agreement and remedied
all defaults hereunder; anil

ib) such recciver or trustee, within said one hundred twenty (12009 diys, shall have
execuled an agreement, duly approved by the court having jurisdiction in the premises, wherehy
such receiver or trustee assumes and agrees to be bound by each and svery provision of this
Agrecment.

Y. Interpretation.  When not inconsistent with the conlext, words used i the present lense
include the future, words inthe plural number inelude the singular number and words in the
singular number include the plural number, The word "shall” is mandatory and “may” is
permisaive. Words not defined shall be goven their commaon and ordinary mcaning.

0. TFinancial Risk, Duwring the term ol this Agreement, the Company inlends o comstroct
cerliin gas distribution facilities within the City. For any such investmenis in gas distribution
tacilitics made by the Company. the City will not bear the linancial sk sssociated with the

Company's investment in such disteibution eilities unless the City enters into o separaie

apreement with the Company, therehy overriding this kectio, -

11. Forces and Fifect.  This Agreement shall become effective and shall constitute a binding
contract berween the Ciey and the Company on the latter of (a) the date when the same shall have
been duly adopled by o majority vote of the Council of the City in any regular or special mesling
whercin action is taken tn compliance with the City Charter; ar {b) the date when the provisions

7
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hereal” shall bavve been accepted by the Company as signitied by the Company's exceution. This
Agreement 1s also enacted pursuant to and in the manner provided for in the Underground Uility
Damage Prevention and Safety Act of Title 26 of the Delaware Code (as amendesd) and Chaprer 13
["Gas, Water and Q4 Corporations”) of Title 26 of the Delaware Code (as amended). Performance
uf the terms of this Agreement shall commence on the effective date of this Agrcement.

12, Approval. Chesapeake warrants and represents that this Agreement represents the hinding

ehligation of Chesapeake and that Chesapeake has acquired, or prioe tr the effective date will

Company’s customers within e Civy, from any third party whese approval is necessary, including

but noc limited oo any approvals requited by the Delaware Public Service Commission,

13 Compliance with Laws, Chesapeake shall comply with all applicable federal. state and
Towa] Tawes, omdinamees and regulations related to the provision of gas services under this Agreement
and any activity related therero. including but nol limited w, any rules and regulations adapted by
the Delaware Public Service Commission, the Underground Utility Damage Prevention and Salety
Act ol Title 26 ol the Delaware Code (as amended ) and Chapter 13 {"CGas, Water and 01l
Corperations™") of Title 26 of the Delaware Code (as amended),

ld. Motice Any notice required herein shall he given by registered or cortified mail, postage
prepaid, addressed as follows:

T ter the Citw:

City of Harrington

Atftn: City Manager

[k Dirman Sireet

Harringten, DE (9932

With 2 copy to: City Solicitor

William W, Pepper Sr., Esquire

A14 South State Strect
Dvvver LE 199011
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It o Chesapeike

Chesapeake Utilitics Corporation, Inc.

At Director, Enerey Services edrarneah-Gas-Operations
330 5. Oueen 51

Dawer, DE 19904




With v copy to:

William AL Denman, Faquire
Farkow sk, Guerke & Swavee
PO Bow 398

Dover, DE 19903

15, Entire Agresment. This Agreement comprises the entive Agreement between the
parties hereta relative to the subjeer mateer hereot, and upon the effective date heresf no carlicr
pgreements, promises or other understandings enlered into by either party or its prodecesaans ar
Ass1gnors i connection therewith, shall be of any force or effcet.

14, Cooverning aw, This Agrecment shall be governed by the Jaws of the State of
Delaware and the parties herete agree that any Litigation relating 1o this Agreement shall be
cenducted in the state courts of Delaware.

17 Severability. In the evenl that any part of this Agreement is ruled invalid or
uneniorceable, the parlies agres that this Agreement is deemed severable and that the halance of the
terms will remaim in ful] foree,

1%, Amendments, [his Agreement shall not be amended except in writing cxecuted by
all partics hereto.

149, Comlra Proferentum, The fact that one party has drafted this Agreement shall in nooway be

used against that party in construing the terms, conditions, and ehligations hereunder,
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ADOPTED with the concurrence of a majority of all members of the Council of the Cily of

Harringten at the regular meeting this day of , 2016,

ATTEST: THE CI'TY OF HARRINGTON

CLERK OF COUNCIL. MAYOR

The loregring franchise is hereby accepted this day of L 2016, by Chesapeake

LUtilitics Corporation,

ATTEST: CHESAPEAKE UTILITIES CORPORATION

SECRETARY ERVICE PRESIDENT



FRANCHISE AGREEMENT
1. Franchise. The City of Harrington ("City™) hereby grants Chesapeake Utilities
Corporation, a Delaware Corporation, its successors or assigns (“Chesapeale” or "Company") the
right, privilege and franchise to carry on, within the municipal limits of the City, inclusive of areas
annexed hereafter, the business of acquiring, distributing and selling natural. or mixed gas ("gas")
for light, heat, power and other purposes. The right, privilege and franchise hereby granted shall be
deemed to include the right to construct, operate and maintain in, along and upon the streets, alleys,
bridges, public highways and other public places within the City, gas mains. valves, manholes,
meters, service connections, and other appurtenances for the purpose of distributing gas tor light,
heat, power and other purposes to the said City and the inhabitants thereof.,  The Company's rights
hereunder shall not be assigned without the consent of the City, which consent shall not be
unreasonably withheld.

The term of this franchisc shall be for the initial term of fifteen (15) vears from the effective
datc hercof, unless terminated sooner in accordance with the other terms and conditions set forth
herein, The Company will provide written notification with proof of receipt to the City no later than
eighteen (18) months prior to, and no sooner than twenty-four (24) months before, the expiration
date of the Agreement as a reminder to the Ciity of the upcoming renewal date, This franchise shall
renew tor an additional term of fifteen (15) vears unless either party hereto provides the other party
with written notice of termination at least six (6) months prior to the expiration of the initial term.

The City may request reasonable extensions of the system to serve residents and/or non-
residents of the City. In evaluating a request for an extension, Chesapeake shall comply with the
terms and conditions of Chesapeake's line extension policy, as set forth in Chesapeake's tariff on
tile with the Delaware Public Service Commission. After Chesapeake, at its sole expense, has

conducted a cost analysis of any such request by the City to extend the system, the financial



responsibility of Chesapeake, the City, the property owner, and any other party shall be reasonably
determined, subject to the terms and conditions of Chesapeake's line extension policy.

As Company main extensions pass adjacent to City properties with improved structures
(pump stations, buildings, ete.), Company shall provide a service connection line stub out for future
connection to the gas utility by City if the economics permit such connections.

2. Indemnification. Chesapeake, for itsell] its successors and assigns, covenants and agrees to

indemnify and hold harmless the City, its directors, officers, agents, employees or designees, of and
from any and all damage, injury, claim, penalty. judgments, costs, charges, expenses (including
reasonable attomey’s fees) and/or any other liability of any nature arising directly or indirectly from
the exercise of Chesapeake's rights, privileges and franchise under this Agreement, including, but
not limited to, any liability by reason of the distribution of gas under this Agreement, and in
connection therewith, the operation or use of streets, alleys, bridges, public highways or other
public places by Chesapeake. Notwithstanding the foregoing. Chesapeake shall not be obligated to
indemnify the City, its directors, officers, agents, employees or designees for any claim or liability
arising directly or indirectly out of the negligence of the City, its directors, otficers, agents,
employees, or designees. It is expressly understood and agreed that Chesapeake is and shall be
deemed to be an independent contractor for purposes of this Agreement and shall therefore be
solely responsible to all parties for its respective acts and/or omissions. This indemnification shall
survive the termination of this Agreement. The City shall be added as an additional insured under
Chesapeake's general public liability policy. Chesapeake shall, at its sole cost and expense, provide
and keep in force a general liability insurance policy protecting and indemnifying Chesapeake and
the City. Chesapeake shall send a copy of the certificate of insurance for their general liability
policy to the City of Harrington within 30 days of the policy's renewal and each time the policy is

renewed, showing the City as an additional insured on the policy.



3. Permits. In order for the Company to cut into, open or excavate in or under the bed of any
city owned street, road, highway, lane, alley, avenue, sidewalk, curb or other public way within the
corporate limits of the City Tor the purpose of altering, installing or making additions to any of the
gas mains, valves, manholes, meters, service connections, or other appurtenances for any other
purpose, the Company must first oblain from the City Manager or his‘her designee a permit to cut
into, open or excavate such street, road, highway, lane, alley, avenue, curb, sidewalk or other way,
except as hereinafter provided. Upon compliance with the above terms, the City Manager or his‘her
designee shall then issue a permit for such cutting into, opening or excavating, subject to the above
terms and conditions of this Agreement, and upon being satistied that such opening or excavation is
in a proper location and for a lawful purpose.

a. Application Required. If the Company needs lo cut into, open or excavate in or
under the bed of any city owned street. road, highway, lane, alley, avenue, curb, sidewalk or other
public way for any purpose as aforesaid shall first make written application to the City Manager or
his/her designee for a permit to conduct such work. stating in such application the name ol the
street, the name and present or past known address of the person, firm or corporation on whose
behalf the cutting inlo, opening or excavating is to be done, the location on such street where such
opening or excavation is to be made, the purpose of the opening or excavation, the length, the
width and depth of the opening or excavation and the date when such work will be completed.

h. Fee.  Each such application for main extensions shall be accompanied by the
utility fees required and approved Chapter 180 of the City of Harrington Code of Ordinances to
pertorm such work. Fees are not applicable for service connections. New subdivisions will
require one main extension application and one utility review, unless the master gas plan changes,

in which case the plan will be reviewed and lees will be assessed in each oceurrence of change.



8, Issuance. Upon compliance with the above terms, the City Manager or his‘her
designee shall then issue a permit for such cutting into, opening or excavating, subject to the above
terms and conditions of this Agreement.

4. Restorations. The Company shall complete the work pursuant to the terms of such permit
as promptly as possible and shall take all precaution to protect all persons and property from
damage and shall properly protect the public from injury by reason ol any such cutting into,
opening or excavation. Any hole, opening, excavation, obstruction or dangerous arca created
incident to such work shall properly barricaded or otherwise guarded per the City of Harrington or
DelDOT standards. All work performed and materials used in the making and filling of such
cutting into, opening or excavation shall comply with the standard specifications of the City of
Harrington, or the Delaware Department of Transportation in effect on the date of applicable
permit. Upon completion of the work, the Company shall fully fill any such opening or excavation
s0 made pursuant to the standard specifications of the City and any additional requirements in this
Agreement and shall immediately repair and restore the street or way disturbed thereby pursuant to
such standard specifications and shall so maintain the same for six months after final inspection and
wrilten acceptance by the City Manager or his‘her designee on behalf of the Cily, pursuant to the
standard specifications of the City, as aforesaid. In the event the Company tails to comply with
these provisions or with the standard specifications of the City, as aforesaid, for 48 hours after
written notice to do so shall have been given by the City Manager, said City Manager may proceed
to repair, restore and mainlain such street, road, highway, lane, alley, avenue, sidewalk, curb or
other public way at the cost and expense of the Company. When a City street must be closed to
vehicular trathic for a specific period of time, it must be noted on the application with an estimated
closing and opening date, not to exceed fifteen (15) working days. Upon good cause shown, the
fifteen (15) day period may be extended by the City Manager or his‘her designee for an additional
period not to exceed fifteen (15) working days. If the street is closed for a period longer than fifteen
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(15) working days, a fine of Twenty-Five Dollars ($25) per day for cach successive workday may
be levied by the City Manager or his‘her designee,
5. Emergencies. (a) In the event of an emergency, i.e. gas leak, severed gas line, elc.. and
where life and/or property may be in jeopardy, time will be of the essence, and any above
operational procedures or language that may inhibit a safe and timely repair are waived.

(b) Chesapeake will provide copies of its Emergency Plan to the City Manager, Fire
Chief, and Chief of Police, as well as any other City officials who may request it. Chesapeake will
make the City aware if substantive revisions are made to its Emergency Plan. {¢) Chesapeake
will provide public information to its customers, the appropriate governmental organizations, and
persons engaged in exeavation-related activities to recognize a gas emergency. The Company will
provide information to the public in reporting gas odors, leaks, and other emergencies to the proper
Division's emergency number, Periodic training sessions will be offered with all Fire Companies
in Chesapeake’s service territory. These training sessions will coordinate response, resources, and
responsibilities between all parties involved.
6. Rates. The determination of the Company's rates shall be subject solely to the rules and
regulations of such state or federal authority that shall have jurisdiction over this type of industry or
enterprisc.
£ Franchise Fee, As long as the Company remains the only natural gas provider in the City,
the Company shall pay the City of Harrington a franchise fee in the amount of $0.0181 per 100
cubic feet (cef) of gas delivered to customers through the Company's distribution system within the
limits of the City during the term hereol. The Company 15 authorized, subject to any necessary
approvals from any State or Federal regulatory body having jurisdiction over the Company. to
collect said franchise tee from the Company's customers within the City, including any future
annexations of the City, by way ol a surcharge on the customer's bill. The franchise fee otherwise

payable hereunder shall not apply to any gas delivered to any customer of the Company from



whom the company is prohibited by law from collecting said surcharge, The payment of the
franchise fee, once it is approved by the Delaware Public Service Commission and its supporting
documentation will be as follows:

. Within fifteen (15) days after the end of each calendar quarter (i.e., by January 15,
April 15, July 15 and October 15) Chesapeake will calculate the total consumption of natural gas
for the previous three months for all Chesapeake natural gas customers who use natural gas within
the corporate limits of Harrington, and who pay a monthly franchise fee according to the terms of
this Agreement.

2, The amount payable to the City of Harrington will be equal to the total cels
consumed by Chesapeake Delaware Division natural gas customers, excepl those who may be
exempt from paying a franchise fee, multiplied by the franchise fee per cef.

3. Chesapeake will mail the quarterly franchise fee payment to the City of Harrington no
later than thirty (30} days afler the end of each calendar quarter (i.e.. by January 30, April 30, July
30 and October 30),

4. Chesapeake will enclose the following supporting documentation with each payment:

. Number of Customers
» Total Consumption {ccf)
. Average consumption per Customer
. Franchise Fee
. Receivership. Subject to the provisions of the federal bankruptey laws, the City shall have

the night to cancel this Agreement one hundred twenty (120) days after the appointment of a
receiver or trustee to take over and conduct the business of the Company, unless such receivership
or trusteeship shall have been vacated prior to the expiration of said one hundred twenty (120} days

or unless:



{a) within one hundred twenty (120) days after the election or appointment, such
receiver or trustee shall have fully complied with all the provisions of this Agreement and remedied
all defaults hereunder; and

(b}  such receiver or trustee, within said one hundred twenty (120} days, shall have
executed an agreement, duly approved by the court having jurisdiction in the premises, whereby
such receiver or trustee assumcs and agrees to be bound by each and every provision of this
Agreement,

9, Interpretation. When not inconsistent with the context, words used in the present tensc
include the future, words in the plural number include the singular number and words in the
singular number include the plural number. The word "shall” is mandatory and "may" is
permissive. Words not defined shall be given their common and ordinary meaning.

10. Financial Risk. During the term of this Agreement, the Company intends to construct
certain pas distribution facilities within the City. For any such investments in gas distribution
[acilities made by the Company, the City will not bear the financial risk associated with the
Company's investment in such distnibution facilities unless the City enters into a separate
agreement with the Company, thereby overriding this section.

11.  Forces and Effect.  This Agreement shall become effective and shall constitute a binding

contract between the City and the Company on the latter of (a) the date when the same shall have
been duly adopted by a majority vote of the Couneil of the City in any regular or special meeling
wherein action is taken in compliance with the City Charter; or (b} the date when the provisions
hereof shall have been accepled by the Company as signified by the Company's execution, This
Agreement is also enacted pursuant to and in the manner provided for in the Underground Utility
Damage Prevention and Satety Act of Title 26 of the Delaware Code (as amended) and Chapter 13
("Gas, Water and Oil Corporations") of Title 26 of the Delaware Code (as amended). Performance
of the terms of this Agreement shall commence on the effective date of this Agreement.
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12, Approval. Chesapeake warrants and represents that this Agreement represents the binding
obligation of Chesapeake and that Chesapeake has acquired, or prior to the effective date will
acquire, any and all necessary approvals, other than approval to collect the franchise fee from the
Company’s customers within the City, from any third party whose approval is neeessary, including
but not limited to any approvals required by the Delaware Public Service Commission,

13 Compliance with Laws, Chesapeake shall comply with all applicable federal. state and

local laws, ordinances and regulations related to the provision of gas services under this Agreement
and any activity related thereto, including but not limited to, any rules and regulations adopted by
the Delaware Public Service Commission, the Underground Utility Damage Prevention and Safety
Act of Title 26 of the Delaware Code (as amended) and Chapter 13 ("Gas, Water and Oil
Corporations") of Title 26 of the Delaware Code (as amended).

14.  Notice. Any notice required herein shall be given by registered or certitied mail, postage
prepaid. addressed as follows:

[f to the City:

City of Harrington

Attn: City Manager

106 Dorman Street

Harrington, DE 19952

With a copy to: City Solicitor

William W. Pepper Sr., Esquirc

414 South State Street

Dover DE 19901

If to Chesapeake:

Chesapeake Utilities Corporation, Inc.

Attn: Director, Energy Services 350 5. Queen St.
Dover, DE 19904



With a copy to:

William A, Denman, Esquire

Parkowski, Guerke & Swayze

PO Box 598

Dover, DE 19903

15 Entire Aprecment. This Agreement comprises the entire Agreement between the
partics hereto relative to the subject matter hercof, and upon the effective date hereof no earlier
agreements, promises or other understandings entered into by cither party or its predecessors or

assignors in conneetion therewith, shall be of any force or effect.

6.  Governing Law. ‘This Agreement shall be governed by the laws of the State of

Delaware and the parties hereto agree that any litigation relating to this Apreement shall be
conducted in the state courts of Delaware,

17. Severability. In the event that any part of this Agreement is ruled invalid or
unenforceable, the parties agree that this Agreement is deemed severable and that the balance of the
terms will remain in full force.

18.  Amendments. This Agreement shall not be amended except in writing executed by

all parties hereto.

9. Contra Proferentum. The fact that one party has drafted this Agreement shall in no way be

used against that party in construing the terms, conditions, and obligations hereunder.
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ADOPTED with the concurrence of a majority of all members of the Council of the City of

Harrington at the regular meeting this day of , 2016.

ATTEST: THE CITY OF HARRINGTON

CLERK OF COUNCIL MAYOR

The foregoing franchise is hereby accepted this day of , 2016, by Chesapeake

Utilities Corporation.

ATTEST: CHESAPEAKE UTILITIES CORPORATION

SECRETARY VICE PRESIDENT
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CITY OF HARRINGTON
RESOLUTION 16-R-09

A RESOLUTION OUTLINING PROPOSED FUNDING OF UP TO $1,462,925

OF A GENERAL OBLIGATION BOND TO FINANCE THE COST OF SEWER

CAPACITY IMPROVEMENTS AND ESTABLISHING THE TIME AND PLACE
FOR A PUBLIC HEARING THEREON

WHEREAS, the City Council of the City of Harrington has determined that
it is in the City's best interest to increase the capacity of the City's sewer system;
and

WHEREAS, the City Council has determined that it would be
advantageous to finance a portion of the sewer capacity improvement repairs in
order to accept the offered Delaware Department of Natural Resources and
Environmental Control (DNREC) principal forgiveness of three hundred six
thousand one hundred twenty dollars ($306,120); and

WHEREAS, the City pursuant to Section 16.2 of 69 Del. Laws Ch. 115, as
amended, (the "Charter”) proposes to issue up to one million four hundred sixty-
two thousand nine hundred twenty-five dollars ($1,462,925) maximum principal
amount of the City's general obligation bonds in order to pay costs of
improvements to the sanitary sewer system and pay the costs of issuance of the
bond (collectively, the “Project”); and

WHEREAS, the City has applied for and DNREC has offered the City a
loan for the construction costs of the Project in the amount of one million four
hundred sixty-two thousand nine hundred twenty-five dollars ($1,462,925) with
three hundred six thousand one hundred twenty dollars ($306,120) of the
outstanding loan balance to be principally forgiven at the completion of the
Project; and

WHEREAS, as part of the agreement with DNREC, the City will be using a
grant and loan package from the United States Department of Agriculture
(USDA) to pay off the DNREC construction loan at the completion of the Project:
and

WHEREAS, the Charter of the City of Harrington allows for long-term
borrowing for certain projects without voter approval under § 16.2.

NOW, THEREFORE, BE IT RESOLVED that notice is hereby given to the
residents and property owners of the City of Harrington that the City Council
proposes to borrow an amount of money not to exceed one million four hundred
sixty-two thousand nine hundred twenty-five dollars ($1,462,925) principal
amount to fund the Project; and

Resolution 16-R-09
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BE IT FURTHER RESOLVED that pursuant to Section 16.2.2 (a) of the
Charter, notice is hereby given of the following information regarding the loan:

Amount of Borrowing: Total principal amount not to exceed one million
four hundred sixty-two thousand nine hundred twenty-five dollars
($1,462,925).

Municipal Purpose: Increasing the capacity of the City's sanitary sewer
lines gualifies as a municipal purpose for which the City Council may
make long-term borrowings without voter approval under Section 16.2.3 of
the Charter because the Project is for the following purposes:

(1) Enlarging, repairing, or replacing any structure for the collection
of sanitary sewer {Section 16.2.3 (a)): and

(2) Paying all expenses deemed necessary for the issuance of said
bonds (Section 16.2.3 (d)).

Manner of Securing: The funds are to be borrowed through a general
obligation bond of the City of Harrington issued to DNREC and secured on
the full faith and credit and taxing power of the City to pay the principal
and interest on the bond.

Other Facts Deemed Pertinent: The loan is part of a principal
forgiveness/grant and loan package from both DNREC and the USDA and
the City must issue the debt in order to receive the principal
forgiveness/grant of an aggregate amount of six hundred twelve thousand
two hundred forty dollars ($612,240). After the completion of the Project,
the balance of the DNREC loan will be paid with a grant and loan package
from the USDA.

BE IT FURTHER RESOLVED that a Public Hearing will be held on the
matter of this resolution on May 16, 2016 at 7:00 p.m., prevailing time, at City
Hall, 106 Dorman Street, Harrington, Delaware 19952: and

BE IT FURTHER RESOLVED that notice of such public hearing will be
published in a newspaper of general circulation in the City and posted in at least
five (5) places in the City not less than ten (10) days nor more than twenty (20)
days prior to the date of the public hearing as required in Section 16.2.2 (b) of the
Charter; and

BE IT FURTHER RESOLVED that pursuant to Section 16.2.2 (c) following
the public hearing, the City Council may pass a second resolution and by the
affirmative vote of at least five (5) members, proceed with the proposed
borrowing.

Resolution 16-R-00



NOW, THEREFORE, BE IT FURTHER RESOLVED that this Resolution
was passed by a majority of the City Council of the City of Harrington on this 2

day of May 2016.

Anthony R. Moyer, Mayor

Attest:
Kelly Blanchies, Clerk of Council Date

Resolution 16-R-09



CITY OF HARRINGTON
RESOLUTION 16-R-10

A RESOLUTION OUTLINING PROPOSED FUNDING OF UP TO $850,685 OF
A GENERAL OBLIGATION BOND TO FINANCE THE COST OF SEWER
CAPACITY IMPROVEMENTS AND ESTABLISHING THE TIME AND PLACE
FOR A PUBLIC HEARING THEREON

WHEREAS, the City Council of the City of Harrington has determined that
it is in the City's best interest to increase the capacity of the City's sewer system;
and

WHEREAS, the City Council has determined that it would be
advantageous to finance a portion of the sewer capacity improvement repairs in
order to accept the offered United Stated Department of Agriculture (USDA)
grant of three hundred six thousand one hundred twenty dollars ($306,120); and

WHEREAS, the City pursuant to Section 16.2 of 69 Del. Laws Ch. 115, as
amended, (the "Charter”) proposes to issue up to eight hundred fifty thousand six
hundred eighty-five dollars ($850,685) maximum principal amount of the City's
general obligation bonds in order to pay costs of improvements to the sanitary
sewer system and pay the costs of issuance of the bond (collectively, the
“Project”); and

WHEREAS, as part of the agreement with the Delaware Department of
Natural Resources and Environmental Control (DNREC) for financing during the
construction of the Project, the City will be using a grant and loan package from
the USDA to pay off the DNREC construction loan at the completion of the
Project; and

WHEREAS, the City has applied for and the USDA has offered the City a
grant and loan package to pay off the remaining loan balance from the DNREC
construction loan in the amounts of a grant for three hundred six thousand one
hundred twenty dollars ($306,120) and a loan of eight hundred fifty thousand six
hundred eighty-five dollars ($850,685) maximum principal amount; and

WHEREAS, the Charter of the City of Harrington allows for long-term
borrowing for certain projects without voter approval under § 16.2.

NOW, THEREFORE, BE IT RESOLVED that notice is hereby given to the
residents and property owners of the City of Harrington that the City Council
proposes to borrow an amount of money not to exceed eight hundred fifty
thousand six hundred eighty-five dollars ($850,685) principal amount to fund the
Project; and

Resolution 16-R-10
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BE IT FURTHER RESOLVED that pursuant to Section 16.2.2 (a) of the
Charter, notice is hereby given of the following information regarding the loan:

Amount of Borrowing: Total principal amount not to exceed eight hundred
fifty thousand six hundred eighty-five dollars ($850,685).

Municipal Purpose: Increasing the capacity of the City's sanitary sewer
lines gualifies as a municipal purpose for which the City Council may
make long-term borrowings without voter approval under Section 16.2.3 of
the Charter because the Project is for the following purposes:

(1) Enlarging, repairing, or replacing any structure for the collection
of sanitary sewer (Section 16.2.3 (a)); and

(2) Paying all expenses deemed necessary for the issuance of said
bonds (Section 16.2.3 (d)).

Manner of Securing: The funds are to be borrowed through a general
obligation bond of the City of Harrington and issued to the USDA and
secured on the full faith and credit and taxing power of the City to pay the
principal and interest on the bond.

Other Facts Deemed Pertinent: The loan is part of a principal
forgiveness/grant and loan package from both DNREC and the USDA and
the City must issue the debt in order to receive the principal
forgiveness/grant of an aggregate amount of six hundred twelve thousand
two hundred forty dollars ($612,240). During the construction of the
Project, the funds are to be borrowed through a loan and principal
forgiveness package from DNREC.

BE IT FURTHER RESOLVED that a Public Hearing will be held on the
matter of this resolution on May 16, 2016 at 7:00 p.m., prevailing time, at City
Hall, 106 Dorman Street, Harrington, Delaware 19952; and

BE IT FURTHER RESOLVED that notice of such public hearing will be
published in a newspaper of general circulation in the City and posted in at least
five (5) places in the City not less than ten (10) days nor more than twenty (20)
days prior to the date of the public hearing as required in Section 16.2.2 (b) of the
Charter; and

BE IT FURTHER RESOLVED that pursuant to Section 16.2.2 (c) following
the public hearing, the City Council may pass a second resolution and by the
affirmative vote of at least five (5) members, proceed with the proposed
borrowing.

Fesolution 16-R-10



NOW, THEREFORE, BE IT FURTHER RESOLVED that this Resolution
was passed by a majority of the City Council of the City of Harrington on this 2"
day of May 2016.

Anthony R. Moyer, Mayor

Attest:
Kelly Blanchies, Clerk of Council Date

Resolution 16-R-10



Rural Developrment

CelawareMandand
State Office

1221 College Park
Drve, Dover, DE
1G04

Walce: (302) B57-3628
Fas: {855) 369-2247

l\”%
¥

United States Department of Agriculture

April 28, 2016

The Honorable Anthony Moyer
Mayor of the City of Harrington
106 Dorman Street

Harrington, Delaware 19952

SUBJECT: Recipient Name: City of Harrington
Project Name:  Sewer System Improvements 2016
Wastewater Application
CFDA NUMBER - 10.760

Loan: 5776,000.00
Grant: $417,000.00
State Funding: £306,120.00

Dear Mayor Moyer:

This letter establishes conditions which must be understood and agreed to by you hefare
further consideration may be given to your application. The loan and grant will be
administered on hehalf of the Rural Utilities Service (RUS) by the State and Area staff
of USDA Rural Development, both of which are referred to throughout this letter as the
Agency. Any changes in project cost, source of funds, scope of project, or any other
significant changes in the project or applicant must be reported to and coneurred with by
the Agency by written amendment to this letter. If significant changes are made without
obtaining such concurrence, the Agency may discontinue processing of the application,

All conditions set forth under Section 11 — Requiremnents Prior 1o Advertising [or Bids
must be met within 30 days of the date of this letter. If you have not mel these
conditions, the Agency reserves the right to discontinue the processing of your
application.

If you agree to meet the conditions set forth in this letter and desire further consideration
be given to your application, please complete and return the following forms within 6
days:

Form RD 1942-46, “Letter of Intent to Meet Conditions”
Form RD 1940-1, *Request for Obligation of Funds”
RUS Builetin 1780-12, “Water and Waste System Grant Agreement”

‘The loan and grant will be considered approved on the date Form RD 1940-1, “Request
for Obligation of Funds,” is signed by the approving official. Thus, this letter in itself
does nol constitute loan and/or grant approval, nor does it ensure that funds are or will
be available for the project. When funds are available, the Form 1940-1 will be
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provided to you for your signature. After you sign and return the form to the Agency, the request
will be processed and loan and grant funds will be approved and obligated.

Extra copies of this letter are being provided for use by your engineer, attorney, bond counsel
and accountant. All parties may access information and regulations referenced in this letter al
our website located at www rd.usda.pov,

The conditions are as follows:

SECTION I - PROJECT DETAIL

1. Project Description — Funds will be used Lo make sanitary sewer capacity improvements.

Facililies will be designed and constructed in accordance with sound engineering practices and
must meel the requirements of Federal, State, and |ocal agencies. The proposed facility design
must be based on the Preliminary Engineering Report (PER) as concurred with by the Agency.

2. Project Funding - The Agency is offering the following funding for vour project:

Agency Loan - $ 776,000.00
Agency Grant - 5 417,000.00

This offer is based upon the following additional funding being obtained.
State Funding - $ 306,120.00
TOTAL PROJECT COST - $1,499,120.00

This funding is offered bascd on the amounts stated above. Prior to loan closing, any increase in
non-Agency funding will be applied first as a reduction to Agency grant funds, up to the total
amount of the grant, and then as a reduction to Agency loan funds.

Any changes in funding sources following obligation of Agency funds must be reported to the
processing official. Project feasibility and funding will be reassessed if there is a significant
change in project costs after bids are received. If actual project costs exceed the project cost
estimates, an additional contribution by the Owner may be necessary. Prior to advertisement for
construction bids, you must provide evidence of applicant contributions and approval of other
funding sources. This evidence should include a copy of the commitment letler. Agency funds
will not be used to pre-finance funds commilled to the project from other sources.

3. Project Budget — Funding from all sources has been budgeted for the estimated expenditures
as follows:

Project Costs: Total Budgeted:
Administration g 10,000.00
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Conslruction £1,130,000.00

Contingency $ 154,000.00
Engineering Fees $ 170,000.00
Includes;
Design, Administration, Planning $100,000.00
Resident Project Representation (Inspection) $70,000.00
Inlerest — Interim 5 16,000.00
Land and Rights-of-Way % 8,400.00
Legal Fees $  10,720.00
TOTAL $1,499,120.00

Obligated loan or grant funds not needed to complete the proposed project will be deobligated
prior to start of construction. Any reduction will be applied to grant funds first. An amended
letter of conditions will be issued for any changes to the total project budget.

SECTION II - LOAN AND GRANT TERMS

4. Repayment — The interest rate will be the lower of the rate in effect at the time of loan
approval or the time of loan closing, unless you request otherwise. Should the interest rate be
reduced, the payment will be recalculated to the lower amount,

Your loan will be scheduled for repayment over a period of 40 years, Payments will be equal
quarterly amortized installments, beginning three months after closing. For planning purposes,
use a 1.75% interest rate and an amortization actor of 8.71, which provides for a quurterly
payment of § 6,759.00. The precise payment amount will be based on the interest rale at which
the loan is closed, and may be different than the one above.

The payment due date will be established as the day that the loan closes, Due dates falling on the
29th, 30th, and 31st day of the month will be avoided.

5. Security — The loan will be secured by a General Obligation bond with first lien position in
the amount of $776,000. The bond will be fully registered as to both principal and interest in the
name of the United States of America, Acting through the United States Department of
Agriculture.

The bond and any ordinance or resolution relating thereto must not contain any provision in
conflict with the Agency J.oan Resolution, applicable regulations, or its authorizing law. In
particular, there must be no defeasance or refinancing clause in conflict with the graduation
requirements of 7 U.5.C, 1983,

Additional securily requirements are contained in RUS Bulletin 1780-12, “Water and Waste
System Grant Agreement,” and RUS Bulletin 1780-27, *Loan Resolution (Public Bodies).” A
draft of all security instruments, including draft bond resolution, must be reviewed and concurred
in by the Agency prior to advertising for bids. The bond resolution and Loan Resolution must be
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duly adopted and executed prior to loan closing. The Grant Agreement must be fully executed
prior to the first disbursement of grant funds.

6. Llectronic Payments — Payments will be made on the day your payment is due through an
electronic preauthorized debit system. You will be required to complete Form RD 3550-28,
“Authorization Agreement for Preauthorized Payments,” for all new and existing indebtedness to
the Agency prior to loan closing. It will allow for your payment to be electronically debited
from your account on the day your payment is due.

7. Construction Completion Timeframe - All projects must be completed and all funds
disbursed within tive years of obligation. If funds are not disbursed within five years of
obligation, you must submit Lo the Agency a wrillen request [or extension of time with adequale
justification of circumstances beyond your control. Requests for waivers beyond the initial
extension will be submitted (o the Assistant Administrator for concurrence decision,

8. Disbursement of Agency Funds - Agency funds will be disbursed into the borrower's
depository account through an electronic transfer system. SF 3881, “ACH
Vendor/Miscellaneous Payment Enrollment Form,” must be completed and submitted to the
Agency prior to advertising for bids,

Any applicant contribution will be the first funds expended, followed by other funding sources.
Interim linancing or Agency loan funds will be expended after all other funding sources unless a
writlen agreement is reached with all other funding sources on how funds are to be disbursed
prior Lo start of construction or loan closing, whichever occurs first. Interim financing funds or
Agency loan funds must be used prior to the use of Agency grant funds. The Grant Agreement
must not be closed and funds must not be disbursed prior to loan funds except as specified in
RUS Instruction 1780.45(d). In the unlikely event the Agency mistakenly disburses funds, the
funds will be remitted back o the Agency electronically,

SECTION 1 —REQUIREMENTS PRIOR TO ADYERTISING FOR BIDS

9. Environmental Requirements — At the conclusion of the propesal’s environmental review
process, specific action(s) were determined necessary to avoid or minimize adverse
environmental impacts. As outlined in the Environmental Report dated April 2016, the
following action is required for successful completion of the project and must be adhered to
during project design and construction:

Project must adhere 1o all State Historic Preservation Office comments/requirements.

The project as proposed has been evaluated to be consistent with the National Environmental
Palicy Act. Other Federal, State, tribal, and local laws, regulations and or permits may apply or
be required. If the project or any project element deviates from or is modified from the
originally-approved project, additional environmental review may be required.

10. Engineering Services — You have been required to complete an Agreement lor Engineering
Services, which should consist of the Engineers Joint Contract Documents Committee (EICDC)

Page 4 of 24



documents as indicated in RUS Bulletin 1780-26, “*Guidance for the Use of EJICDC Documents
on Water and Waste Projects with RUS Financial Assistance,” or other approved form of
agreement. The Agency will provide concurrence prior to advertising for bids, and must approve
any modifications to this agreement.

11. Coniract Documents, Final Plans, and Specifications

a, The conlract documents must consist of the EJCDC construction contract documents as
indicated in RUS Bulletin 1780-26 or other Agency-approved forms of agreement.

b, The contract documents, final plans, and specifications must comply with RUS
Instruction 1780, Subpart C — Planning, Designing, Bidding, Contracting, Constructing
and Inspections, and must be submitted to the Agency for concurrence prior to
advertising for bids along with an updated cost estimate. The Agency may require
another updated cost estimate it a significant amount of time elapses between the original
submission and advertising for bids.

¢. The use of any procurement method other than competitive sealed bids must be requested
in writing and approved by the Agency.

12. Legal Services — You have been required to execute a legal services agreement with your
attorney and bond counsel, if applicable, for any legal work needed in connection with this
project. The agreement should stipulate an hourly rate for the work, with a “not 1o exceed”
amount for the services, including reimbursable expenses. RUS Bulletin 1780-7, *Legal
Services Agreement,” or similar format may be used. The Agency will provide concurrence
prior to advertising for bids, Any changes to the fees or services spelled out in the original
agreement must be reflected in an amendment to the agreement and have prior Agency
concurrence.

13. Property Rights - Prior to advertising for bids, you and your legal counsel must furnish
satisfactory evidence that you have or can obtain adequate continuous and valid control over the
lands and rights-of-way needed for the project. Acquisitions of necessary land and rights must
be accomplished in accordance with the Uniform Relocation Assistance and Real Property
Acquisition Policies Act. Such control over the lands and rights will be evidenced by the
following:

a. Right-of-Way Map - Your engineer will provide a map clearly showing the location of
all lands and rights-of-way needed for the project. The map must designate public and
private lands and rights and the appropriate legal ownership thereof,

b. Form RD 442-20, “Right-of-Way Easement™ — This form may be used to obtain any
necessary easements for the proposed project.

¢. Form RD 442.21, “Right-of-Way Certificate™ — You will provide a certification on this
form that all right-of-way requirements have been obtained for the proposed project.

d. Form RD 442-22, “Opinion of Counsel Relative to Rights-of-Way" — Your attorney
will provide a certification and legal opinion on this form addressing rights-of-way,
easements, and title,

Page 5 of 24



The approving official may waive title defects or restrictions, such as utility eascments, that do
not adversely aftect the suitability, successful operation, security value, or translerability of the
facility. Any such waivers must be provided by the approving official in writing prior 1o closing
or the start of construction, whichever oceurs first.

You arce responsible for the acquisition of all property rights necessary for the project and for
determining that prices paid are reasonable and fair. The Agency may require an appraisal by an
independent appraiser or Agency employee in order to validate the price lo be paid.

14. System Policies, Procedures, Contracts, and Apreements — The facility must be operated
on a sound business plan, You must adopt policies, procedures, and/or ordinances outlining the
conditions of service and use of the proposed system. Mandatory connection policies should be
used where enforceable. The policies, procedures, and/or ordinances must contain an cffective
collection policy for accounts not paid in full within a specified number ol days after the datc of
billing. They should include appropriate late fees, specified timeframes for disconnection of
service, and reconnection fees, A draft of these policies, procedures, and/or ordinances must be
submitted for Agency review and concurrence, along with the documents below, before closing
instructions may be i1ssued unless otherwise stated.

a. Conflict of Interest Policy — Prior to obligation of funds, you must certify in writing that
your organization has in place an up-to-date written policy on conflict of interest. The
policy will include, at a minimum: (1) a requirement for those with a conflict or potential
conflict to disclose the conflict/potential conflict; (2) a clause that prohibits interested
members of the applicant’s governing body from voting on any matter in which there is a
conflict, and (3) a deseription of the specific process by which the governing body will
manage identified or potential conflicts.

You must also submit a disclosure of planned or potential transactions related to the use
of Federal funds thal may constitute or present the appearance of personal or
organizalional conllict of interest. Disclosure must be in the form of a written letter
signed and dated by the applicant’s official. A negative disclosure in the same format i3
required if no conflicts are anticipated.

Sample conflict of interest policies may be found at the National Council of Nonprolits
website, htlps:/fwww counciiolnonprofits.orgflools-resources/contlict-ol-interest, or in
Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy,”
at httpe/wwwe s, pov/pub/ins-pd/i1023,pdf. Though these examples reference non-profit
corporalions, the requirement applies to all types of Agency borrowers.

Assistance in developing a conflict of interest policy is available throngh Agency-
contracted technical assistance providers if desired.
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Fully executed copies of any policies, procedures, ordinances, contracts, or agreements must be
submitted prior to loan closing, with the exception of the conflict of interest policy, which must
be in place prior to obligation of [unds.

15. Closing Instructions — The Agency will prepare closing instructions as soon as the
requirements of the previous paragraphs are complete, as well as a draft of the security
instrument(s). Closing instructions must be obtained prior to advertising for bids.

16. Interim Financing — For all loans exceeding $500,000, where loan funds can be borrowed
al reasonable interest rales on an interim basis from commercial sources for the construction
period, such interim {inancing will be used to preclude the necessity for multiple advances of
Agency loan funds. You must provide the Agency with a copy of the interim loan linancing
agreement for review prior to advertising for bids. The Agency approving official may make an
exceplion when interim financing is cost prohibitive or unavailable. Grant funds from the
Agency will be disbursed by multiple advances through electronic transfer of funds after interim
financing or Agency loan funds are expended, in accordance with RUS Instruction 1780.43,

17. Construction Account — You must establish a construction account for all funds related to
the project. Construction funds will be deposited with an acceptable financial institution or
depository that meets the requirements of 31 CFR Part 202. A separate account will not be
required for Federal funds and other funds; however, the recipient must be able to separatcly
identify, report, and account for all Federal funds, including the receipt, obligation and
expenditure of funds. Financial institutions or depositarics accepting deposits of public funds
and providing other financial agency services to the Federal Government are required to pledge
adequate, acceptable securities as collateral, in accordance with 31 CFR Part 202, All funds in
the account will be secured by a collateral pledge equaling at least 100% of the highest amount
of funds expected to be deposited in the construction account at any one time, Your financial
institution can provide additional guidance on collateral pledge requirements.

Agency [unds will be disbursed inlo the borrower’s depository account through an clectronic
transfer system. SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form,” must be
completed and submitted to the Agency prior to advertising for bids,

18. System Users -- This letter of conditions is based upon your indication at application that
there will be at least 1,627 residential users and 148 non-residential users on the existing systcm
when construction is completed.

Before the Agency can agree Lo the project being advertised [or construction bids, you must
certify that the number of users indicated at application are currently using the system or signed
up to use the system once it is operational.

If the actual number of existing and/or proposed users that have signed up for service is less Lhan
the number indicated at the time of application, you must provide the Agency with a written plan
on how you will obtain the necessary revenue to adequately cash flow the expected operation,
maintenance, debt service, and reserve requirements of the proposed project (e.g., increase uscr
rates, sign up an adequate number of other users, reduce project scope, etc.). Similar action is
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required if there is cause to modify the anticipated flows or volumes presented following
approval.

Il you are relying on mandatory connection requirements, vou must provide evidence of the
authorizing ordinance or statute along with your user certification.

19, Other Funding — Prior to advertising [or bids, you must provide evidence ol applicant
contributions and approval of other funding sources. This evidence should include a copy of the
commitment letter from each source.

20. Proposed Operating Budget — You must establish and/or maintain a rate schedule that
provides adequale income to meet the minimum requirements for operation and mainlenance
(O&M), debt service, and reserves. Prior to advertising for bids, vou must submit a proposed
annual operating budget to the Agency which supports the operation, maintenance, debt scrvice,
and reserves, as well as your proposed rate schedule. The operating budget should be based on a
typical year cash flow after completion of the construction phase and should be signed by the
appropriate official of your organization. Form RD 442-7, “Operating Budget,” or similar
format may be utilized for this purpose. It is expected that O&M will change aver each
successive year and uscr rates will need to be adjusted on a regular basis.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your syster. This assistance 1s available free to your organization. If you are interested please
contact our office for information.

21. Permits —The owner or responsible parly will be required to obtain all applicable permits for
the project, prior to advertising for bids. The consulting engineer must submit wrilten evidence
thal all applicable permits required prior to construction have been obtained with submission to
the Agency of the final plans, specifications, and bid documents.

22. Vulnerability Assessment/Emergency Response Plan (VA/ERP) — The Agency requires
all financed water and wastewater systems to have a VA/ERP in place. Borrowers with existing
systems must provide a cerlification that a ¥VA/ERP has been completed prior to advertising [or
bids. The VA/ERP documents themselves are not submitted to the Agency. The VA/ERD musl
address potential impacts from natural disasters and other emergency events. In particular, it
should include plans to address impacts of [lash flooding in areas where severe drought or
wildfires oceur. The documents should be reviewed and updated every three years at a
minimum.

For new svstems, see Scction W of this letter of conditions. For VA/ERP requirements
throughout the life of the loan, see Section VII. Technical assistance at no cost is available in
preparing these documents.

23. Bid Authorization - Once all the conditions outlined in Section [II of this letter have been

met, the Ageney will authorize you to advertise the project for construction bids. Such
advertisement must be in accordance with applicable State statutes.
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SECTION IV - REQUIREMENTS PRIOR TO START OF CONSTRUCTION

24, Bid Tabulation — Immediately after bid opening, you must provide the Apency with the hid
tabulation and your engineer’s evaluation of bids and recommendations for contract awards, If
the Agency agrees that the construction bids received are acceptable, adequate funds are
available to cover the total project costs, and all the requirements of Section 111 of this letter have
been satisfied, the Agency will authorize you to issuc the Notice of Award.

a. Cost Overruns. If bids are higher than expected, or if unexpected construction problems
arc encountered, you must utilize all options to reduce cost overruns, Negotiations,
redesign, use of bidding alternatives, rebidding or other means will be considered prior Lo
cormumitment of subsequent funding by the Agency. Any requests for subseguent [unding
to cover cost overruns will be contingent on the availability of funds. Cost overruns
exceeding 20% of the development cost at time of loan or grant approval or where the
scope of the original purpose has changed will compete for funds with all other
applications on hand as of that date,

b. Excess Funds. [If hids are lower than anticipated at time of obligation, excess funds muslt
be deabligated prior to start of construction except in the cases addressed in this
paragraph. In cases where the original PER for the project included items that were not
bid, or were bid as an allernate, the State Office official may modify the project o fully
utilize obligated funds for those items. Amendments to the PER, ER, and letter of
conditions may be needed for any work not included in the original project scope. [n all
cascs, prior to start of conslruction, excess funds will be deobligated, with grant funds
being deobligaled lirsl. Excess [unds do not include contingency funds as described in
this letter.

25. Contract Review — Your attorney will certify that the executed contract documents,
including performance and payment, if required, are adequate and that the persons execuling
these documents have been properly authorized to do so in accordance with RUS Instruction
1780.61(b).

Once your attorney has certified that they are acceptable, the contract documents will be
submitted 1o the Agency for its concurrence. The Notice to Proceed cannot be issued until the
Agency has concurred with the construction contracts,

26. Insurance and Bonding Requirements - Prior to the starl of construction or loan closing,
whichever oceurs first, you must acquire and submit to the Agency proof of the types of
insurance and bond coverage for the borrower shown below. The use of deductibles may be
allowed, providing you have the financial resources to cover potential claims requiring payment
of the deductible. The Agency strongly recommends that you have your engineer, attorney, and
msurance provider(s) review proposed types and amounts of coverage, including any exclusions
and deductible provisions, It is your responsibility and not that of the Agency to assurc that
adequate insurance and fidelity or employee dishonesty bond coverage is maintained.

a, (zeneral Liahility Insurance — Include vehicular coverage.
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b, Workers’ Compensaiion — In accordance with appropriate State laws,

c. Fidelity or Employee Dishonesty Bonds — [nclude coverage for all persons who have
access to funds, including persons working under a contract or managemenl agreement.
Coverage may be provided either for all individual positions or persons, or through
blanket coverage providing protection for all appropriate workers, During construction,
each position should be bonded in an amount equal to the maximum amount of funds to
be under the control of that position at any onc time. The coverage may be increased
during construction based on the anticipated monthly advances. After construction and
throughout the life of the loan, the amount of coverage must be [or at least the total
annual debt service of all outstanding Agency loans. The Agency will be identificd in the
fidelity bond for receipt of notices. Form RD 440-24, “Position Fidelity Schedule Bong,”
or similar format may be used.

d. National Flood Insurance - If the project involves acquisition or conslruction in
designated special flood or mudslide prone areas, you must purchase a [lood insurance
policy at the time of loan closing,

e. Real Property Insurance — Fire and extended coverage will normally be maintained on
all structures except reservoirs, pipelines and other structures if such structures are not
normally insured, and subsurface lift stations except for the value of electrical and
pumping equipment. The Agency will be listed as mortgagee on the policy when the
Agency has a lien on the property. Prior to the acceptance of the facility from the
contractor(s), yvou must obtain real property insurance (fire and extended coverage) on all
facilities identified above.

Insurance types described above are required to be continued throughout the life of the loan. See
Section VII.

27, Initial Compliance Review — The Agency will conduct an initial compliance review of the
borrower prior to loan closing or start of construction, whichever occurs first, in accordance with
7 CFR 1901, Subpart E.

SECTION V - REQUIREMENTS PRIOR TO LOAN CLOSING

Interim financing is being used, Loan closing will oceur near the end of construction when
interim funds are about to be completely disbursed. Documents detailed above from Sections 11
and Il regarding security, electronic payments (Form 3550-28), and systemn policics, procedures,
contracts, and agreements must be adopted and/or executed and submitted Lo the Agency prior to
loan closing. In addition, the following items are required prior to closing:

28. Vulnerability Assessment/Emergency Response Plan (VA/ERP) - The Agency reguires
all financed waler and wastewaler systemns to have a VA/ERP In place. New water or
wastewater systems must provide a certification that an ERP is complete prior to the start of
operation, and a certification that a VA is complete must be submitted within one year of the
start of operation. Borrowers with existing systems must provide a certification that a VA and
ERP are completed prior 1o authorization to advertise for bids. The Y A/ERP documents arc not
submitted to the Agency. Technical assistance is available in preparing these documents at no
cost to you, The VA/ERP must address potential impacts from natural disasters and other
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emergency events. In particular, it should include plans to address impacts of flash (looding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum,

29, Other Requirements - All requirements contained in the Agency’s closing instructions, as
well as any requirements of your bond counsel and/or attorney, must be met prior to loan closing.

a. System for Award Management. You will be required to maintain a Dun and
Bradstreet Data Universal Numbering System (DUNS) number and maintain an aciive
repistration in the System for Award Management (SAM) database. Renewal can be
done on-line at: hitp:/fsam.gov. This registration must be renewed and revalidated every
twelve (12) months [or as long as there are Agency funds to be expended. See Appendix
A

To ensure the information is current, accurate and complete, and to prevent the SAM
aceount expiration, the review and updates must be performed within 365 days of the
activation date, commonly referred to as the expiration date. The registration process
may take up to 10 business days. (See 2 CFR Part 25 and the "Help" section al
htep:/fsam.gov).

b. Litigation. You are required to notify the Agency within 30 days of receiving
notification of being involved in any type of litigation prior to loan closing or start of
construction, whichever occurs first. Additional documentation regarding the situalion
and litigation may be requested by the Agency.

¢. Certified Operator. Evidence must be provided that your system has or wilt have, as
defined by applicable State or Federal requirements, a certified operator available prior to
the system becoming operational, or that a suitable supervisory agreement with a certilied
operator is in effect.

SECTION V1 - REQUIREMENTS DURING CONSTRUCTION AND POST
CONSTRUCTION

30. Resident Inspector(s) — Full-time inspection is required unless you request an cxception.
Such requests must be made in writing and the Agency must concur with the request. Inspection
services are to be provided by the consulting enginecr unless other arrangements are requested in
writing and concurred with by the Agency. A resume of qualifications of any resident
inspector(s) will be submitted Lo the owner and Agency lor review and concurrence prior to the
pre-construction conference. The resident inspector(s) must attend the pre-construction
conference.

31. Preconsiruction Conference — A preconstruction conference will be held prior to the
issuance of the Notice to Proceed. The consulting engineer will review the planned development
with the Agency, owner, resident inspector, attorney, contractor, other funders, and other
interested parties, and will provide mimutes of this meeting to the owner and Agency.
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32. Inspections - T'he Agency requires a pre-construction conference, pre-final and final
inspections, and a warranty inspection. Your engineer will schedule a warranty inspection with
the contractor and the Agency before the end of the one-year warranty perioed to address andfor
resolve any warranty issues. The Agency will conduct an inspection with you of your records
management system at the same time, and will continue to inspect the facility and your records
system every three years for the life of the loan. See Section VII of this jetter.

33. Change Orders — Prior Agency concurrence is required for all Change Orders.

34. Payments — Prior Agency concurrence is required for all Invoices and Partial Payment
Estimates before Agency funds will be released. Requests for payment related to a contract or
service agreement will be signed by the owner, project engineer, and contractor or service
provider prior to Agency concurrence. Invoices not related to a construction contract or service
agrecment will include the owner's written concurrence.

35. Use of Remaining Funds - Applicant contribution and connection or tap fees will be the
first funds expended in the project, followed by non-Agency sources of funds. Remaining funds
may be considered in direct proportion to the amounts obtained from each source and handled as
foilows:

a. Remaining funds may be used for eligible loan and grant purposes, provided the use will
not result in major changes to the original scope of work and the purposc of the loan and
grant remains the same.

b. Grant funds not expended for authorized purposes will be cancelled (de-obligated) within
90 days of final completion of project. Prior to actual cancellation, you and your atiorney
and engineer will be notified of the Agency's intent to cancel the remaining funds and
piven appropriatc appeal rights.

¢ Loan funds that are not needed will be cancelled (de-obligated) prior to loan closing.

36. Technical, Managerial and Financial Capacity - It is required that members of the Board
of Directors, City Council members, trustees, commissioners and other governing members
possess the necessary technical, managerial, and financial capacity skills to consistently comply
with pertinent Federal and State laws and requirements. It is recommended members receive
training within one year of appointment or election to the governing board, and a refresher
training for all governing members on a routine basis, The content and amount of training
should be tailored to the needs of the particular individual and the utility system. Technical
assistance providers are available to provide this training for your organization, olten at no cost.
Contacl the Agency for information.

37. Reporting Requirements Related to Expenditure of Funds

2. Financial Audit- An annual audit under the Single Audit Act is required il you expend
$750,000 or more in Federal financial assistance per fiscal year. The total Federal funds
expended from all sources shall be used to determine Federal financial assistance
cxpended. Expenditures of interim financing are considered Federal expenditures,
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All audits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceplable audit can be
obtained from the Agency. The audit must be prepared by an independen: licensed
Certified Public Accountant, or a State or Federal auditor if allowed by State law, and
must be submitted within 9 months of your fiscal year end.

I an audil 15 required, you must enter into a written agreement with the auditor and
submil a copy Lo the Agency prior to the advertisement of bids. The audit agreemerit may
include terms and conditions that the borrower and auditor deem appropriate; howevcer,
the agreement should include the Lype of audit to be completed, the time frame in which
the audit will be completed, and how irregularities will be reported.

b. Reporting Subawards and Executive Compensation — You as a recipient of Federal
funds and your first-tier contractors are required by 2 CFR Part 170 to report
disbursements to subrecipients in accordance with Appendix B of this letter and
www.fsrs.gov. Your Agency processing office can provide morce information.

SECTION VII - SERVICING REQUIREMENTS DURING THE TERM OF THE LOAN

38. Prepayment and Extra Payments - Prepayments of scheduled installments, or any portion
thereol, may be made at any time at the option of borrower, with no penalty.

Security imstruments, including bonding documents, must contain the following language
regarding extra payments, unless prohibited by State stature:

Prepayments of scheduled installments, or any portion thereof, may be made al any time
at the option of borrower. Refunds, extra payments and loan proceeds obtained from
outside sources for the purpase of paying down the Agency debt, shall, after payment of
interest, be applied to the installments last to become due under this note and shall not
affect the obligation af borrower to pay the remaining installments as scheduled in your
SeCurity insiruements,

39. Graduation - By accepting this loan, you are also agreeing to refinance {graduate) the
unpaid loan balance in whole, or in part, upon request of the Government. If at any time the
Agency determines you are able (o obtain a loan for such purposes from responsible cooperative
or private sources at reasonable rates and terms, you will be requested Lo refinance. Your ability
to refinance will be assessed every other year for those loans that are five years old or older.

40. Security/Operational Inspections — The Agency will inspect the facility and conduct &
review ol your operations and records management system and conflict of interest policy every
three years for the life of the loan. You must participate in these inspections and provide the
required information.

41. Annual Financial Reporting/Audit Requirements — You are required to submit an annual
financial report at the end of each fiscal year, The annual report will be certified by Lhe
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uppropriate organization official, and will consist of financial information and a rate schedule.
Financial statements must be prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles (GAAP), and must include at a minimum a balance
sheet and income and expense statement. The annual report will include separate reporting for
cach water and waste disposal facility, and itemize cash accounts by type (debt service, short-
lived assets, ete.) under each facility, All records, books and supporting material are o be
retained for three years after the issuance of the annual reporl. Technical assistance 1s available
at no cost with preparing financial reports,

The type of financial information that must be submitted is specified below:

a. Awndits - An annual audit under the Single Audit Act is required if you expend $750,000
or maore in Federal [inancial assistance per fiscal year, The total Federal funds expended
from all sources shall be used to determine Federal financial assistance expended.
Expenditures of interim financing are considered Federal expenditures.

All andits are to be performed in accordance with 2 CFR Part 200, as adopted by USDA
through 2 CFR Part 400. Further guidance on preparing an acceptahle audit can he
obtained [rom the Agency. It is not intended that audits required by this part be separate
and aparl [tom audits performed in accordance with State and local laws, To the extent
[easible, the audit work should be done in conjunction with those audits. The audit must
be prepared by an independent licensed Certified Public Accountant, or a State or Federal
auditor if allowed by State law, and must be submitted within 9 months of your fiscal
year end,

If an audit is required, you must enter into a written agreement with the auditor and
submit a copy to the Agency prior o the advertisement of bids. The audit agreement may
include terms and conditions that the borrower and auditor deem appropriate; however,
the agreement should include the (ype of audit or financial statements 1o be compleled,
the time frame in which the audit or linancial stalements will be completed, what type of
reports will be generated from Lhe services provided, and how irregularities will be
reported,

b. Financial Statements — If you expend less than 8750,000 in Federal financial assistunce
per fiscal year, you may submit financial statements in lieu of an audit which include at a
minimum a halance sheet and an income and expense statement. You may use Form R
442-2, “Statement of Budget, Income and Equity,” and 442-3, “Balance Sheet,” or
similar format 1o provide the financial information. The financial statcments must be
signed by the appropriate borrower olficial and submilted within 60 davs ol your [iscal
year end.

42. Annual Budget and Projected Cash Flow - Thirty days prior to the beginning of each
fiscal year, you will be required to submit an annual budget and projected cash flow (o this
office. With the submission of the annual budget, you will be required to provide a current rute
schedule, and a current listing of the Board or Council members and their terms. The hudget
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must be signed by the appropriate horrower official. Form RD 442-2 or similar format may be
used.

Technical assistance is available at no cost to help you evaluate and complete a rate analysis on
your system, as well as completing the annual budget. If vou are interested, please conlact our
office Tor information.

43, Yulnerability Assessment/Emergency Response Plan (VA/ERP) - You will be required

to submit a certification o the servicing office every three years that the VA/ERP 15 current and
covers all sites related to the facility. The documents themselves are nol submilted Lo the
Agency. The VA/ERP must address potential impacts from natural disasters and other
emergency events. [n particular, it should include plans to address impacts of [lash [looding in
areas where severe drought or wildfires occur. The documents should be reviewed and updated
every three years at a minimum.

44. Insurance. You will be required to maintain insurance on the facility and employees as
previously described in this letter for the life of the loan.

45. Statutory and National Policy Requirements — As a recipient ol Federal funding, you are
required to comply with U.S. statutory and public policy requirements, inciuding bul not limired
to:

a. Section 504 of the Rehabilitation Act of 1973 — Under Section 504 of the Rehabilitation
Actof 1973, as amended (29 U.5.C. 794}, no handicapped individual in the United States
shall, solely by reason of their handicap, be cxcluded from participation in, be denied the
henefits of, or be subjected to discrimination under any program or aclivity receiving
Agency financial assistance.

h. Civil Rights Act of 1964 — All borrowers are subject to, and facilities must be operated
in accordance with, Title V1 of the Civil Rights Act of 1964 (42 U.5.C. 20004 ct seq.)
and 7 CFR 1901, Subpart E, particularly as it relates to condueting and reporting of
compliance reviews. Instruments of conveyance [or loans and/or grants subject 1o the
Act must contain the covenant required by Paragraph 1901.202(e) of this Title,

¢. The Americans with Disabilities Act (ADA) of 1990 — This Act (42 U5 .C. 12101 et
seq.) prohibits discrimination on the basis ol disability in employment, State and local
povernment services, public transportation, public accommedations, facilities, and
lelecommurnications,

d. Age Discrimination Act of 1975 — This Act (42 U.5.C, 6101 gt seq.) provides that no
person in the United States shall on the basis of age, be excluded from participation in, be
denied the benefits of, or be subjected to discrimination under any program or activity
receiving Federal financial assistance.

g, Limited KEnglish Proficiency (LEP} under Executive Order 13166 - LEP statutes and
authoritics prohibit exclusion from participation in, denial of benefits of, and
diserimination under Federally-assisted and/or conducted programs on the ground of
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race, color, or national origin. Title VI of the Civil Rights Act of 1964 covers program
access for LEP persons. LEP persons are individuals who do not speak English as their
primary language and who have a limited ability to read, speak, write, or understand
English. These individuals may be entitled to language assistance, [tee of charge. You
must take reasonable steps to ensure that LEP persons receive the language assistance
necessary to have meaningful access to USDA programs, services, and information your
organization provides. These protections are pursuant to Executive Order 13166 entitled,
“Improving Access to Services by Persons with Limited English Proficiency” and further
allirmed in the USDA Departmental Regulation 4330-005, “Prohibition Against National
Origin Discrimination Aftecting Persons with Limited English Proficiency in Programs
and Activities Conducted by USDA."

Agency linancial programs must be extended without regard to race, color, religion, sex, national
origin, marital status, age, or physical or mental handicap. You must display posters (provided
by the Agency) informing users of these requirements, and the Agency will monitor your
compliance with these requirements during regular compliance reviews.

46. Compliance Reviews and Data Collection — The Agency will conduct regular compliance
reviews of the borrower and its operation in accordance with 7 CFR Part 1901, Subpart E. and 36
CFR 1191, Americans with Disabilities Act (ADAY Accessibility Guidelines for Buildings and
Facilities; Architectural Barriers Act (ABA) Accessibility Guidelines. Compliance reviews will
typically be conducted in conjunction with the security inspections described in this letter, 1f
beneliciaries (users) are required (o complete an application or screening for the use of the
facility or service that you provide, you must request and collect data by race (Amcerican Indian
or Adaska Native, Asiun, Black or African American, While); ethnicily (Hispanic or Latino, Neot
Hispanic or Latino); and by sex. The Agency will utilize this data as part of the required
compliance review.

SECTION VIII - REMEDIES FOR NON-COMPLIANCE
Non-compliance with the conditions in this letter or requirements of your security documents
will be addressed under the provisions of 7 CFR 1782 and other applicable regulations, statutes,

and policies.

We look forward to working with you to complete this project. If you have any questions, please
contact Angela Tilghman at (302) 857-3598 or by e-mail at Angela. Tilghman@de.usda.gov,

Sincerely,

\\ 1 A ¥ 5l .
# | i
Py PR % Rl
DENISE MACLEIGH
Community Program Director

-

Attachments
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ce: Community Programs Director
Accountant
Altorney
Bond Counsel
Engineer

ABA - Archilectural Barners Act

ACH - Auomated Clearing House

AD — Agricullure Department

ADA ~ Apge Discrimination Act

CFDA - Catalog of Federal Domestic Assistance

CFR - Code of Federal Regulalions

CPAP — Commercial Programs Application Processing
DUNS — Dun and Bradstreet Dala Universal Numbering System
EICDC — Engineers Joint Contract Documents Committee
ERDP - Emergency Response Plan

GAAP — Generally Accepted Accounting Principles
LEP — Limited English Proficiency

0OC — Owner Construction

OFS — Owner-Performed Services

0&M — Operation and Maintenance

PER. - Preliminary Engineering Report

BI} - Rural Development

RUS — Rural Wilities Service

SAM - System Tor Award Management

SF — Standard Form

UCC — Uniform Commercial Code

USC — United States Code

USDA — United States Department of Agriculture

VA — Vulnerability Assessment
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FORMS and BULLETINS:

Form AD-3031 “Assurance Regarding Feleny Convictions or Tax Delinguent Status [or
Corporate Applicants™ — I[lem 29

Internal Revenue Service Form 1023, Appendix A, “Sample Conflict of Interest Policy™ - Item
15

Form RD 440-22, “Promissory Note” — Item 5

Form RD 440-24, “Position Fidelity Schedule Bond™ — Item 28

Form RD 442-2, “Statement of Budget, Income and Equity” — Items 44 and 45

Form RD 442-3, “Balance Sheet” — Item 44

Form RD 442-7, *"Operating Budget" — Item 21

Form RD 442-20, “Right-of-Way Easement” — ltem 14

Form RD 442-21, “Right-of-Way Certificate” — Item 14

Form RD 442-22, “Opinion of Counsel Relative o Rights-of-Way” - ltem 14

Form RD 1927-9, “Preliminary Title Opinion™ — ltem 14

Form RD [927-10, “Final Title Opinion™ — Item 27

Form RD 1940-1, “Request for Obligation of Funds” — Pages 1 and 2

Form RD 1942-8, “Resolution of Members or Stockholders™ — Item 5

Form RD 1942-46, “Letter of Intent to Meet Conditions™ — Page 1

Form RIY 3550-28, “Authorization Agreement for Preauthorized Payments” — llems 6 and 30

Form UCC-1, “Financing Statement™ - Item 3

Form UCC-1Ad, "UCC Financing Statement Addendum™ — ltem 3

SF 3881, “ACH Vendor/Miscellaneous Payment Enrollment Form" — llems 8 and 18

RUS Bulletin 178(-7, “Legal Services Agreement” — Item 13

RUS Bulletin 1780-9, “Water Users Agreement” - Items 15 and 19

RUS Bulletin 1780-12, “Water and Waste System Grant Agreement” — Page 1 and [lem 5

RUS Bulletin 1780-26, “Guidance for the Use of EICDC Documents on Water and Waste
Projects with RUS Financial Assistance™ — Items 11 and 12

RUS Bulletin 1780-27, “Loan Resolution (Public Bodies)” — Itern 5

RUS Bulletin 1780-28, ““Loan Resolution Security Agreement” - Item 5

Page 18 of 24



[The following two appendices are included as required by 2 CFR Parts 25 and 170 and apply to
all direct and guaranteed loans and granits]

Appendix A

2 CFR Part 25

SYSTEM FOR AWARD MANAGEMENT AND UNIVERSAL IDENTIFIER
REQUIREMENTS

A Reguirement for System for Dwarid
Muanagement

Unless you are exempted from this requirement under 2 CFR 25.110, you as the recipient
must maintain the currency of your information in the SAM until you submit the final
financial report required under this award or receive the final payment, whichever is later
This requtres that you review and update the information at least annually after the initial
registration, and more frequently if required by changes in your information or another
appendix.

E. Reguirement for unique enfity idenfifior
If you arc authorized to make subawards under this award, you:

I. Must notify potential subrecipients that no entity (see definition in paragraph C of this
appendix) may receive a subaward [Tom you unless the entity has provided its unigue
entity identifier to you.

2. May not make a subaward to an entity unless the entity has provided its unigue entity
identifier to you.

t. Definiticns
For purposes of this appendix:

1. System for Award Management (SAM) means the Federal repository into which an
cnlily must provide information required for the conduct of business as a recipient.
Additional information about registration procedures may be found at the SAM
Internet site (currently al hiipfwww . sam.gov),

2. Unique entity identifier means the identifier required for SAM registration to
uniquely identify business entities.
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3. Entity, as it is used in this appendix, means all of the following, as defined at 2 CFR
part 25, subpart C:

a. A Governmental organization, which is a State, local government, or Indian
Tribe;

A Toreign public entity;

A domestic or foreign nonprofil organization;

A domestic or foreign for-profil organization; and

A Federal agency, but only as a subrecipient under an award or subaward 1o a
non-Federal entity. :

o a0 o

4. Subaward:

a This term means a legal instrument to provide support for the performance of
any portion of the substantive project or program for which you received this
award and that you as the recipient award to an eligible subrecipient.

b. The term does not include your procurement of property and services needed
Lo carry out the project or program (for further explanation, see 2 CFR
200.330).

c. A subaward may be provided through any legal agreement, including an
agreement that you consider a contract.

5. Subrecipient means an entity that:

a. Receives a subaward from you under this award; and
b. Is accountable to you for the use of the Federal funds provided by the subaward.

[75 FR 55673, Sept. 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014; 80 FR 54407, Sept.
10, 2015]

Page 20 of 24



Appendix B
2 CFR Part 170

Reporting Subawards and Execulive Compensation

a. Reporting of first-tier subawards.

1. Applicability. Unless you arc exempt as provided in paragraph d. of this appendix, you
must report each action that obligates $25,000 or more in Federal funds that does not
include Recovery funds (as defined in section 1512(a}2) of the American Recovery and
Reinvestment Act of 2009, Pub. L. 111-5) for a subaward to an entity {see definitions in
paragraph <. of this appendix).

2. Where and when to report.

i You must report each obligating action described in paragraph a.1. of this
appendix o httpsfwww. [srs.gov,

ii. For subaward information, report no later than the end of the month following the
month in which the obligation was made. (For example, if the obligation was
made on November 7, 2010, the obligation must be reported by no later than
December 31, 20100

3. What to report. You must report the information about each obligating action listed in lhe
submission instructions posted at http://www . [srs.gov,

b. Reporting Total Compensation of Recipient Executives.

1. Applicability and whal to report. You must report total compensation for each of your
five most highly compensated executives for the preceding completed fiscal year, if—

i the total Federal funding authorized to date under this award 1s $25 000 or more;
i in the preceding fiscal vear, you received-—

{A) 80 pereent or more of your annual gross revenues trom Federal procurement
contracts {and subcontracts) and Federal [inaneial assistance subject to Lhe
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and

(B) $25,000,000 or more in annual gross revenues from Federal procurement

contracts {and subcontracts) and Federal financial assistance subject Lo the
Transparency Act, as defined at 2 CFR 170.320 (and subawards); and
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i1, The public does not have access to information about the compensation of the
execulives through periodic reports filed under section 13{a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986, (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http://www . sec.govianswers/execomp.htm.)

Where and when to report, You must report executive total compensation described in
paragraph b.1. of this appendix:

i As parl of vour registration profile al hitps:/fwww.sam,gov,

i, By the end of the month following the month in which this award is made, and
annually therealter.

¢. Reporting of Total Compensation of Subrecipient Executives.

L.

Applicability and what to report. Unless you are exempt as provided in paragraph d. of
this appendix, for each first-tier subrecipient under this award, you shall report the names
and total compensation of each of the subrecipient's five most highly compensated
executives for the subrecipient's preceding completed [iscal year, i--

i. in the subrecipient's preceding fiscal year, the subrecipient received

(A) 80 percent or more of its annual gross tevenues from Federal procurcment
contracts {and subcontracts) and Federal financial assistance subject (o the
Transparency Act, as defined at 2 CFR 170,320 (and subawards); and

{B) $25,000,000 or more in annual gross revenues trom Federal procurement
contracts {and subcontracts), and Federal financial assistance subject to the
Transparency Act (and subawards); and

1., The public does not have access to information about the compensation of Lhe
executives through periodic reports filed under section 13(a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986, (To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission total
compensation filings at http:/fwww sec. gov/answers/execomp.htm.)

Where and when Lo report. You must report subrecipient executive total compensation
described in paragraph c.1. of this appendix:

I To the recipient.
1. By the end of the month following the month during which you make the

subaward. For example, if a subaward is obligated on any date during the month
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d. Exemptions

of October of a given year (i.e., between October 1 and 31), you must report any
reguired compensation information of the subrecipient by November 30 of that
year,

If, in the previous tax year, you had gross income, from all sources, under $300,000, you arc
exempt from the requirements to report;

1i.

Subawards, and

The total compensation of the five most highly compensated executives of any
subrecipient.

¢. Definitions. For purposes of this appendix:

1. Entity means all of the following, as defined in 2 CFR part 25:

N,

iii.

A Governmental organization, which is a State, local government, ar Indian tribe;
A foreign public entity;

A domestic or [oreign nonprolit organization;

A domestic or foreign for-profit organization;

A Federal agency, bul only as a subrecipient under an award or subaward to a
non-Federal entity.

2. Executive means officers, managing partners, or any other employees in management
positions,

3. Subaward:

iii,

This term means a legal instrument to provide support for the performance ol any
portion of the substantive project or program for which you received this award
and that you as the recipient award to an eligible subrecipient.

The term does not include your procurement of property and services necded to
carry out the project or program (for further explanation, see Sec. 210 of the
attachment to OMB Circular A-133, “Aundits of States, Local Governments, and
Non-Profit Organizations').

A subaward may be provided through any legal agreement, including an
agreement that you or a subrecipient considers a contract.
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4, Subrecipicnt means an entity that;
i Receives a subaward from you (the recipient) under this award; and
i [s accountable to you [or the use of the Federal funds provided by the subaward.
3. Total compensation means the cash and noncash dollar value earned by the executive
during the recipient's or subrecipient’s preceding fiscal year and includes the following

{Tor more information see 17 CFR 229 402(c)}{2)):

i Salary and bonus,

ii. Awards of stock, stock options, and stock appreciation rights. Use the dollar
amount recognized for financial statement reporting purposes with respect to the
fiscal year in accordance with the Statement of Financial Accounting Standards
No. 123 (Revised 2004) (TAS 123R), Shared Based Payments.

i, Earnings for services under non-equity incentive plans, This does not include
group life, health, hospitalization or medical reimbursement plans that do not
discriminatc in favor of executives, and are available generally to all salaried

employees,

iv. Change in pension value. This is the change in present value ol defined benetit
and actuarial pension plans.

¥, Above-market earnings on deferred compensation which is not tax-qualified.
Vi, Other compensation, if the aggregate value of all such other compensation (c.g.

severance, termination payments, value of life insurance paid on behall of the
cmployee, perquisites or property) for the executive exceeds $10,000.

[75 FR 55669, Sept, 14, 2010, as amended at 79 FR 75879, Dec. 19, 2014]
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CERTIFICATION APPROVAL

Fur All Farmers Programs EM, OL, FO, and 8% Loany

This loan is approved subject to the availability of funds, [f this loan does not close for any reason within 90 days from lhe
date of approval on this document, the approval official will request updated eligibility information, The undersigned loan
applicant agrees that the approval official will have 14 working days to review any updated information prior o submitting
this document for obligation of funds, 1f there have been significant changes that may affect eligibility, a decision as to
eligibility and feasibiliy will be made wilhin 20 days from the time the applisant provides the necessary information.

[¥ this is a loar approval for which a lien andfor title search is necessary, the undersigned applicant agrees that the
| Seworking-day loan closing requirement may be exceeded for the purposes of the applicant’s legal representative
completing title work and completing loan closing,

35, DOMMEMNTS AND REQUIREEMENTS OF CERTIFY ING OFFICIAL
Waariea

35 | HEREBRY CERTIFY that | am unable to obtain sulTicient credit elsewhere to finance my actual needs at reasanable rates
and terms, laking into consideration prevailing private and cooperative rates and terms in or near my community for loans
for similar purposes and periods of time. | agree to use the sum speeified herein, subject to znd in secondance with
regulations applicable to the type of assistance indicaled ghove, and request payment of such sum. | agree 1o report to
USDA any material adverse changes, financial or otherwise, that accur prior to lean clesing. T eerlily that no part of the sum
specified herein has been received. | have reviewed the loan approval requirements and comments associated with this loan
request and agree o comply with these provisions,

{For FP lons al eligible terns only) 1f this [oan is approved, Tslect the interest rate to be eharged on my loan Lo be the lowe: of the
inlerest rale in effect at the time of lpan approval or loan closing, 1F [ check "WOY, the interest rate charged on my
Tenn will be the rate specified in [iem 28 of this form. Y& NO

WARNING: Whoever, In any matter within the jurisdiction of any department or agency of the United States
knowingly and willfully falsifies, conceals or cavers up by any trick, scheme, or device a matarial
fact, or makes any false, flctitlous or fraudulent statements or representations, or makes or uses
any false writing or document knowing the same to contaln any falsa, fictitious or fraudulent
statement or entry, shall be fined under this title or imprisoned not more than five years, or both."

Date s
Anthony Moyer, Mayor

(Sienatire of Apelfcant

Date 20

(Sigreture of Co-Appiicant)

37 |HEREBY CERTIFY that all of the committee and administrative determinations and certifications required by regulations
prerequisite to providing assistance of the type indicated above have been made and that evidence thereol is in the docket, and
that all requirements of perlinent regulations have been complied with. T hereby approve the above-described assistance in the
amount set forth above, and by this document, subject to the availability of funds, the Government ogrees to advance such
amount to the applivant for the purpose of and subject to the availability preseribed by regulations applicable to this type of
assistance.

(Nignaturs af Aperoving Officie)

Typed or Printed Mame: William A, McGowan, E4.D

Drale Approved, Title: 8kate Dirsctor, Delaware and Marylsng

3% TO THE APPLICANT: As of this date , this is notice that your application for financial assistance
from the USDA has been approved, as indivated above, subject to the availability of funds and other conditions required by
the USDA. If you have any questions contact the appropriate USDA Servicing Office.
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CERTIFICATION APPROVAL
For All Farmers Programs EM, OL, FO, and 5% lLoana

This loan is approved subject to the availahility of funds, If this loan does not elose for any reason within 90 days from the
date of approval on this document, the spproval official will request updated eligibility information. The undersigned lean
applicant grees that the approval official will have 14 warking days to review any updated information prier w submitling
this document for oblipation of funds. If there have been significant changes that may affect eligibility, a decision as to
eligibilily and feasibility will be made within 30 days from the time the applicant provides the necessary information.

I this is a loan approval for which a lien andfor title search is necessary, the undersigned applicant agrees that the
15-working-day Inan closing requirement may be exceeded for the purposes of the applicant's legal representative
completing title work and completing lean closing.

35 COMMENTS AND REQUIREMENTS OF CERTIFY NG OFFICIAL
Hone

i6.  [HEREBY CERTIFY that T am unable to obtain sufTicient credil elsewhers to linance my aciual needs at reasonable rates
and lerms, taking into consideration prevailing private and cooperative rales and terms in or near my community for loans
far similar purposes and periods of time. [ agree 1o use the sum specified herein, subject to and in accordance with
regulations applicable to the type of assistance indicated abave, and request payment of such sum, I agree to report 1o
LISIYA any material adverse changes, financial or atherwise, that occur prior to logn closing. T cerlify that no part of the sum
specified herein has been received. T have reviewed the loan approval requirements and comments associated wilh this loan
request and agree to comply with these provisions.

(For FI loans ar cligible terms onlyd [T this loan is approved, 1 elect the interest rate to be chargzd on my loan o be the lower ol the
interest rate in effect at the tme of loan approval or lean closing. 1] cheek "NOY, the interest rute charged on my

lan will he the rate specificd in Tem 28 ol this form, YES Mo
WARNING: Whoever, In any matter within the jurisdiction of any department or agency of the United States

knowingly and willfully falsifles, conceals or covers up by any trick, scheme, or device a material
fact, or makes any false, fletitious or fraudulent statements or representations, or makes or uses
any falzge writing or document knowing the same to contain any false, fictitious or fraudulent
statement or entry, shall be fined under this title or Imprisoned not more than five years, or both.™

Date .20
Enbhony Moyer, Mayor

[Sigrainre af Apalicant)

Draee 20.

1

(Sigraiare of Co-Applicant)

59 VHEREBY CERTIFY that all of the commiltee and administrative determinations and certifications required by regulations
prerequisite to providing assistance of the type indicated above have been made and that evidence thereof is in the docket, and
that all requirements of pertinent regulations have been complied with. [ hereby approve the above-described assislance in the
amount set forth above, and by this document, subject to the availability of funds, the Government agrees o advance such
amount to the applicant for the purpose of and subjeet 1o the gvailability preseribed by regulations applicable to this gype of

assistance,
(S prature of Appreving Cfficial)
Typed or Printed Mame: William A. McGowan, Bd,2 o
Date Approved: Title: 8tate Director, Delaware and HMaryland
18, TO THE APPLICANT: As of this date , Ihis is notice that your application for financial assistance

from the USDA has been approved, as indieated above, subject to the availability of funds and other conditions required by
the USDA_ If you have any guestions contact the appropriare USDA Servicing Office.



Fogition 3

Form RID 1942-46 LNITRED STATES DEFARTMENT OF AGRICULTURE FORM APPROVED
ey, f-L RUBEAL DEVELOPMENT 1 N, 0575-
(Rev. 6:58) FARM SERVICE AGENCY OMI NO, 0575-0015

LETTER OF INTENT TO MEET CONDITIONS

Date 04 2a-2016

TO: United States Deparlment of Agriculture

USDE Rural Cevelopmene

{Mame of USDA Agency)

1221 College Park Drive, Suite 200
Dover, DE L9904

(USDA Agency Office Address)

W have reviewed and understand the conditions set forth in your letter dated 04-2B-2016 1y iz aur intent to meet all of

them not Iﬂtmthanthe_?ff_r_ﬁ_ff construction or lean closing whichever odoura firab, We ars z2lso

requesting we be given the intersst rate irn effect at the time of loan
aprroval or ab the time of leoan <closing, whichever is lower, Tn other words,

we wank the lowest rate possible.

City of Harrington

fMame of Association)
BY LR
The Honorable Anthony Mover, Mayor

{Title)

Accarding to the Papervart Reduction Act of 1995, o persony ore requiived o respend to o caflectian of infrsation wiless 8 disphos o vl S contral nembae
Phe valicd D8 comvel pumber for this infersation eallecdion b Q3730001 The sime recpeieed o complete this informaiion collectian is extimated i aversge § o
per vesponse, meluding the e jor reviewing insdeuctions, searcling cxisting data sowrces, gathering and mamilning e doca. needed, and conpioting o
revlewing the collzclive of igfarmation,

Form RD 1942-46 (Hev, 6-98)



Fasition 3
Form BD 1042-44 UMITED STATES DEPARTMENT OF AGRICULTURE FORM APPREOVED

iy RURAL DEVELOPMENT B NO.0STS-0015
{Rev. 6-58) FARM SERVICE AGENCY s

LETTER OF INTENT TO MEET CONDITTONS

Date 04-28-2016

TO: United States Department of Agricultore
USDE Rural Dewvelopment
(Name of USDA Agency)

1221 College Park Driwve, Suita 200
Cower, DE 152304

(LISDA Agency Office Address)

We have reviewed and understand the cenditions set fortk in vour letter dated 04-2B-2016 It iz our intent to meet all of

nche atart of comstruction or loan gloging walchever ccours firat., We are zleo
requesting we he given the interest rate in effect at the Lime of loan
approval or abt khe bime of lean olosing, whichever is lowex. In other words,

them not later tha

we want kthe lowezt rate vosailble.

cicy of Harrington

(Nerme of Association)
BY
The Honcrable Anthony Mover, Mayor

{titie)

Azcordiag o the Paperanrk Beduction Act of {995 no pereons are veqierad o respond 10 & collection of informarion waless it dissiays @ valid DM contral namber.
The valicd OME contra! number for ihis dformetion colleciion is Q575=0003, The time regwived fo complere s informaion collvetion s estimated fo average § four
e Fesponse, including Hhe teme Jov reviewing insiructions, searching exiaiing ot sowrces, gatherng and mainiinisg the dam, nesded, and complesing awd
Feviewing the collection of informatian

Form BT 1942-46 (Rev. 6-%8)



RUS Bulletin 17380-12
Water and Waste System Grant Agreement

United States Department of Agriculture

Rural Utilities Service

THIS AGREEMENT dated , between

Mareington; Cily of
a public corporation organized and operating under

Duelaware

{Authorizing Statute)

herein called " Grantee," and the United States of America acting through the Rural Utilities Service, Department
of Agriculture, herein called " Grantor," WITNESSETH;

WHEREAS

Grantee has determined to undertake a project of acquisition, construction, enlargement, or capital improvement
of a (water) (waste) system to serve the area under its jurisdiction at an estimated cost of § 1,499,120.00
and has duly authorized the undertaking of such project.

Grantee is able {o finance not maore than $ 1,082,120.00 of the development costs through
revenues, charges, taxes or assessments, or funds otherwise available to Grantee resulting in a reasonable

user charge.

Said sum of § 1,082,120.00 has besn committed to and by Grantee for such project
development costs

Grantor has agreed to grant the Grantee a sum not to exceed § 417, 000040 or 27.52
percent of said project developmeant costs, whichever is the lesser, subject ta the terms and conditions
established by the Grantor, Provided, however, that the proportionate share of any grant funds actually
advanced and not needed for grant purposes shall be returned immediately to the Grantar. The Grantar may
terminate the grant in whole, or in part, at any time before the date of completion, whenever it is determined that
the Grantee has failed to comply with the Conditions of the grant.

As a condition of this grant agreement, the Grantee assures and cerifies that it is in compliance with ang will
comply in the course of the agreement with all applicable laws, regulations, Executive orders and other generally
applicable reguirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this
agreement by reference, and such other statutory provisions as are specifically set forth herein.

NOW, THEREFORE, In consideration of said grant by Grantor to Grantee, 1o be made pursuant ta
Section 306(a) of The Consolidated Farm and Rural Development Act for the purpose only of defraying a part
not to exceed __27.82  percent of the project development costs, as defined by applicable Rural Utilities Service
instructions.

Grantee Agrees That Grantee Will:
A. Cause said project to be constructed within the total sums available to it, including said grant, in

accordance with the project plans and specifications and any modifications thereof prepared by Grantee and
approved by Grantor.



Eulletin 1780-12
Page 2

B. Permit pericdic inspection of the corstruction by a representative of Grantor during construction.

C. Manage, operate and maintain the system, including this preject if less than the whole of said system,
continuously in an effisient and economical manner,

D. Make the services of said system available within its capacity to all persons in Grantee's service area
without discrimination as to race, color, religion, sex, national origin, age, marital status, or physical or mental
handicap {possess capacity to enter into legal contract for services) at reasonable charges, including
assessments, taxes, or fees in accordance with a schedule of such charges, whether for one or more classes of
service, adopted by resolution dated _____ , @5 may be medified from time to time by
Grantee. The initial rate schedule must be approved by Grantor, Thereafter, Grantee may make such
medifications to the rate system as long as the rate schedule remains reasonable and nondiscriminatory.

E. Adjust its operating costs and service charges from time to time to provide for adeguate operation and
maintenance, emergency repair reserves, obsolescence reserves, debt service and debt service reserves,

F. Expand its system from time to time to meet reasonably anticipated growth or service requirements in
the area within its jurisdiction.

G. Provide Grantor with such pericdic reports as it may require and permit periodic inspection of its
operations by a representative of the Grantor.

H. To execute any agreements required by Grantor which Grantee is legally authorized to execute. If
any such agreement has been executed by Grantee as a result of a loan being made to Grantee by Grantor
contemporaneously with the making of this grant, another agreement of the same type need not be executed in
connection with this grant.

|. Upon any default under its representations or agreements set forth in this instrument, Grantee, at the
option and demand of Grantor, will repay to Grantor forthwith the ariginal principal amaunt of the grant stated
herein above with the interest at the rate of 5 percentum per annum from the date of the default. Default by the
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the
grant. The provisions of this Grant Agreemant may be enforced by Grantor, at its option and without regard to
prior waivers by It previous defaults of Grantee, by judicial proceedings to require specific perfarmance of the
terms of this Grant Agreement ar by such other proceedings in law ar equity, in either Federal or State courts, as
may ba deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and
the laws and regulations under which this grant is made.

J. Return immediately to Grantor, as required by the regulations of Grantar, any grant funds actually
advanced and not neaded by Grantee for approved purposes.

k. Use the real property including land, land improvements, structures, and appurtenances thereto, for
autharized purposes of the grant as long as needed,

1, Title to real property shall vest in the recipient subject to the condition that the Grantee shall use the
real property for the authorized purpoese of the original grant as long as needed.

2. The Grantee shall obtain approval by the Grantor agency for the use of the real property in other
projects when the Grantee determines that the property is no longer needed for the ariginal grant
purposes. Use in ather projects shall be limited to those under other Federal grant programs or pragrams
that have purposes consistent with those authorized for support by the Grantor.
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3. When the real property is no longer needed as provided in 1 and 2 above, the Grantee shall request
disposition instructions from the Grantar agency or its successor Federal agency. The Grantor agency
shall observe the following rules in the disposition instructions:

{a) The Grantee may be permitted to retain title after it compensates the Federal Government in
an amount computed by applying the Federal percentage of participation in the cost of the
original project to the fair market vatue of the property.

{b) The Grantee may be directed to sell the property under guidelines provided by the Grantor
agency. When the Grantee is authorized or required to sell the property, proper sales procedures
shall be established that provide for competition to the extent practicable and result in the highest
possible return.

[Revision 1, 04/17/1988]

{c) The Grantee may be directed to transfer title to the property to the Federal Government
provided that in such cases the Grantee shall be entitled to compensation computed by applying
the Grantee's percentage of participation in the cost of the program or project to the current fair
market value of the property.

This Grant Agreement covers the following described real property {use continuation sheets as
necessary}.
All ensements, Rights-of-way and other real estate interests heretofore or hereafter acquired by the Grantee with
respect to the construction, ewnership, operation and maintenance of the wastewater system,

L. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or
acquired wholly or in part with grant funds. Equipment means tangible, non-expendable, personal property
having a useful life of more than one year and an acquisition cost of $5,000 or mare per unit. A grantee may use
its own definition of equipment provided that such definition would at least include all equipment defined above.
[Revision 1, 04/17/19538]

1. Use of equipment.

{a) The Grantee shall use the equipment in the project for which it was acquired as iong as
needed, When no lenger needed for the original project, the Grantee shall use the equipment in
coennection with its other Federally sponsored activities, if any, in the following order of priarity.

1) Activities sponsored by the Grantor,
{2) Activities sponsored by other Federal agencies.

{b) During the time that equipment is held for use on the property for which it was acquired, the
Grantee shall make it availakle for use on other projects if such other use will not intarfere with
the work on the project for which the equipmeant was ariginally acquired. First preference for such
other use shall be given to Grantor sponsored projects. Second preference will be given to other
Federally sponsored projects.



RUS Bulletin 1780-12
Page 4

2. Disposition of equipment. When the Grantee no langer needs the equipment as provided in paragraph
{a) above, the equipment may be used for other activities in accordance with the following standards:

{a) Equipment with a current per unit fair market value of less than 5,000, The Grantee may use
the equipment for other activities without reimbursement to the Federal Government or sell the
equipment and retain the proceeds,

{b) Equipment with a current per unit fair market value of $5,000 or more. The Grantes may retain
the equipment for other uses provided that compensation is made to the original Grantor agency
or its successor, The amount of compensation shall be computed by applying the percentage of
Federal participation in the cost of the original project or program to the current fair market value
or proceeds from sale of the equipment. If the Grantee has no need for the equipment and the
equipment has further use value, the Grantee shall request disposition instructions from the
original Grantor agency.

The Grantor agency shall determine whether the equipment can be used to meet the agency's
requirements. If na requirement exists within that agency, the availability of the equipment shall
be reported, in accordance with the guidelines of the Federal Property Management Regulations
{(FPMR), to the General Services Administration by the Grantor agency to determine whather a
reguirement for the equipment exists in other Federal agencies, The Grantar agency shall issue
instructions to the Grantee no later than 120 days after the Grantee requests and the following
procedures shall govern:

(1) If so instructed or if disposition instructions are not issued within 120 calendar days
after the Grantee's request, the Grantee shall sell the equipment and reimburse the
Grantor agency an amount computed by applying to the sales proceeds the percentage of
Federal participation in the cost of the original praject or program. However, the Grantee
shall be permitted to deduct and retain from the Federal share ten percent of the proceeds
for Grantee's selling and handling expenses.

{2) If the Grantee is instructed to ship the equipment elsewhere the Grantee shall be
reimbursed by the benefiting Federal agency with an amount which is computed by
applying the percentage of the Grantee participation in the cost of the ariginal grant
project or program ta the current fair market value of the equipment, plus any reasonable
shipping or interim storage costs incurred,

{3) If the Grantee is instructed to otherwise dispose of the equipment, the Grantee shall be
reimbursed by the Grantor agency for such costs incurred in its disposition.

3. The Grantee's property management standards for equipment shall also include:

(a) Records which accurately provide for: a description of the equipment; manufacturer's serial
number ar other identification number; acquisition date and cost; source of the equipment:
percentage (at the end of budget year) of Federal participation in the cost of the project for which
the equipment was acquired; location, use and condition of the equipment and the date the
information was reported; and ultimate disposition data including sales price or the method used
todetermine current fair market value if the Grantee reimburses the Grantor for its share.

(b) A physical inventory of equipment shall be taken and the results reconciled with the
equipment records at least once every two years to verify the existence, currert utilization, and
continued need for the equipment.
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(c) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated and fully
documented.

{d} Adequate maintenance procedures shall be implemented to keep the equipment in good
condition.

(e) Proper sales procedures shall be established for unneeded equipmeant which would provide
for competition to the extent practicable and result in the highest possible return.

This Grant Agreement covers the following described equipment{use continuation sheets as necessary).

All wastewater mains, laterals, pumping stations, treatment plant and related facilities and equipment useful by the
Grantee in connection with the construction, ownership, operation and maintenance of the wastewater system,

M. Provide Financial Management Systems which will include;

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting
will be on an accrual basis,

2. Records which identify adequately the source and application of funds for grant-supported activities.
These records shall contain infermation pertaining to grant awards and authorizations, obligations,
unchligated balances, assets, liabilities, outlays, and income.

3. Effective contrel aver and accountability for all funds, property and other assets. Grantees shall
adequately safeguard all such assets and shall assure that they are used solely for autharized purposes

4. Accounting records supported by source documentatian,

M. Retain financial records, supporting documents, statistical records, and all other records pertinent to
the grant for a peried of at least three years after grant closing except that the records shalf be retained beyond
the three-year peried if audit findings have not been resolved. Microfilm or photo copies or similar methods may
be substituted in lieu of original records. The Grantor and the Comptroller General of the United States, or any
of their duly authorized representatives, shall have access to any books, documents, papers, and records of the
Grantee's government which are pertinent to the specific grant program for the purpose of making audits,
examinations, excerpts and transcripts,

Q. Provide information as requested by the Grantor to determine the need for and complete any
necessary Environmental Impact Statements,

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and
this Agresment.

Q. Agree to account for and to return to Grantor interest earned on grant funds pending their
disbursement for program purposes when the Grantee is a unit of local government, States and agencies or
instrumentality's of states shall not be held accountable for interest earmed on grant funds pending their
disbursement,



